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This offering statement shall only be qualified upon order of the Commission, unless a
subsequent amendment is filed indicating the intention to become qualified by operation
of the terms of Regulation A.

Part I -- Notification

ITEM 1. Significant Parties

(a) Managers

Charles R. Davis
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

C. Richard Davis
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Bradley C. Davis
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Michael B. Davis
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

(b) Officers

Charles R. Davis

President and Chief Executive Officer
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

C. Richard Davis

Executive Vice President and Chief Financial Officer
3755 East 82nd Street, Suite 120

Indianapolis, Indiana 46240

Bradley C. Davis

Executive Vice President

3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240



Michael B. Davis

Executive Vice President

3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

David O. Trittipo

Controller

3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

(9) Managing Member

Davis Holding Corporation
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

(d) Davis Investments, L.P.

(e C. Richard Davis
Michael B. Davis
Bradley C. Davis

® None

(g) Davis Holding Corporation
Davis Homes of Florida, L1.C
Davis Financial Services, LLC
Davis Wholesale, LLC
Davis Properties, LLC
Home Guaranty Corporation, LLC
Creekside Square Apartments, L.P.
Creekside Square Apartments II, L.P.
Hanna Village Apartments, L.P.
Centennial Management, LL.C
Davis Realty, Inc.
First Fidelity & Guaranty Company
Autumn Chase Apartments, L.P.
Walnut Manor Apartments, L.P.
Ft. Harrison Housing, L.P.
Davis Family Properties, LLC
White River Associates, L.P.
White River Associates, Inc.
Cedar Ridge Associates, L.P.



(h) C. Richard Davis, Esq.
Davis Homes, LLC
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

@) Indiana Securities, LL.C
1705 North Meridian Street
Indianapolis, Indiana 46202

M Frank D. Neese
Indiana Securities, LLC
1705 North Meridian Street
Indianapolis, Indiana 46202

Dawn Barringer
Indiana Securities, LLC
1705 North Meridian Street
Indianapolis, Indiana 46202
&) Frank D. Neese
Indiana Securities, LLC
1705 North Meridian Street
Indianapolis, Indiana 46202
1)) N/A
(m) O. Wayne Davis, Esq.
Karen Ball Woods, Esq.
Henderson, Daily, Withrow & DeVoe
Suite 2600, One Indiana Square
Indianapolis, Indiana 46204
ITEM 2. Application of Rule 262
(a) No
(b) N/A
ITEM 3. Affiliate Sales
N/A

ITEM 4. Jurisdictions in which Securities are to be offered

(a) Illinois, Indiana, Ohio and Tennessee



b) None
ITEM 5. Unregistered Securities issued or sold within one year

None
ITEM 6. Other Present or Proposed Offerings

None
ITEM 7. Marketing Arrangements

None
ITEM 8. Relationship with Issuer of Experts Named in Offering Statement

An opinion as to the validity of the Notes will be offered by C. Richard Davis, Esq.,
who is a Director, Executive Vice President and Chief Financial Officer of Davis Holding
Corporation, the managing member of Davis Homes, LLC, and is a limited partner (with a
33 % interest) of Davis Investments, L.P., which owns 99% of Davis Homes, LLC.

ITEM 9. Use of a Solicitation of Interest Document

None



OFFERING CIRCULAR

DAVIS HOMES, LLC
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240
(317) 595-2800

SERIES 2003 SUBORDINATED NOTES
$2,650,000 Minimum
$5,000,000 Maximum

Davis Homes, LLC (the "Company") is offering a minimum of $2,650,000 and a
maximum of $5,000,000 in aggregate principal amount of Series 2003 Subordinated Notes (the
"Notes") with an interest rate of % and a maturity date of , 2011.

The Notes will bear interest from the date of issuance, payable semi-annually in arrears
on January 1 and July 1 of each year commencing on July 1, 2003 (for the period from the date
of issuance through June 30, 2003). The Notes will be issued only in denominations of $1,000
and integral multiples thereof, subject to a minimum initial purchase of $5,000.

The Notes are redeemable at any time on or after July 1, 2004 at the option of the
Company, in whole or in part at 100% of the principal amount, together with accrued and
unpaid interest to the redemption date. The Notes do not provide for any sinking fund
payments or principal payments prior to maturity and have no conversion features.

The Notes will be subordinated to all Senior Indebtedness (as defined herein) of the
Company. As of September 30, 2002, after giving effect to the issuance of the Notes and the
application of the proceeds therefrom, assuming the sale of $2,650,000 in Notes, as described
in this Offering Circular, total Senior Indebtedness of the Company would have been
approximately $48.7 million. There is no limit on the amount of Senior Indebtedness the
Company may incur. See "Risk Factors" beginning on page 5 for a discussion of material
risks that should be considered in connection with the purchase of the Notes offered
hereby, and "Description of Notes--Subordination of the Notes."

The Company has been advised by the Underwriter that it does not intend to make a
market in the Notes and the Notes will not be listed on any securities exchange or the Nasdaq
Stock Market. It is unlikely that an active public market for the Notes will develop or be
maintained after this Offering.

THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION DOES NOT
PASS UPON THE MERITS OF OR GIVE ITS APPROVAL TO ANY SECURITIES
OFFERED OR THE TERMS OF THE OFFERING, NOR DOES IT PASS UPON THE
ACCURACY OR COMPLETENESS OF ANY OFFERING CIRCULAR OR OFFERING
SELLING LITERATURE. THESE SECURITIES ARE OFFERED PURSUANT TO AN
EXEMPTION FROM REGISTRATION WITH THE COMMISSION; HOWEVER, THE
COMMISSION HAS NOT MADE AN INDEPENDENT DETERMINATION THAT THE
SECURITIES OFFERED HEREUNDER ARE EXEMPT FROM REGISTRATION.



IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR
OWN EXAMINATION OF THE ISSUER AND THE TERMS OF THE OFFERING,
INCLUDING THE MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE
NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES
COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE
FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR
DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION
TO THE CONTRARY IS A CRIMINAL OFFENSE.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECRETARY OF STATE OF ILLINOIS OR THE STATE OF ILLINOIS, NOR HAS
THE SECRETARY OF STATE OF ILLINOIS OR THE STATE OF ILLINOIS PASSED
UPON THE ACCURACY OR ADEQUACY OF THIS OFFERING CIRCULAR. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Price to Public Underwriting Proceeds to
Discounts anc} Company’
Commissions
Per Note.......ooooviiiiiinnen, $1,000.00 $75.00 $925.00
Total Minimum .................. $2,650,000 $198,750 ' $2,451,250
Total Maximum.................. $5,000,000 $375,000 $4,625,000

: The Underwriting Commissions are equal to 5.5% of the aggregate principal amount of the

Notes plus a structuring fee earned at the rate of $20,000 per $1,000,000 of Notes sold.
: Before deducting expenses payable by the Company estimated at $ (including up to

$49,000 in Underwriter’s attorneys fees which the Company has agreed to reimburse to the
Underwriter).

The Notes are offered by the Underwriter on a best efforts, minimum-maximum basis as
specified herein. If at least $2,650,000 in Notes are not sold within sixty (60) days of the date
of this Offering Circular, or such later date not to exceed thirty (30) days as the Company and
Underwriter may agree (the "Termination Date") then this Offering will not be consummated.
Any Notes purchased by officers or directors of the Company will not be counted in
determining whether the Offering minimum has been satisfied. Pending the closing of the sale
of the Notes, all funds received from subscribers will be held in escrow by the Escrow Agent,
First Community Bank & Trust, Greenwood, Indiana. If this Offering is not consummated by
the Termination Date, subscribers’ funds will be returned promptly with a pro rata share of any
net interest earned while in escrow. See "Plan of Distribution.”

INDIANA SECURITIES, LLC

Offering Circular Date: , 2003




Offering Circular Summary

The following summary information is qualified in its entirety by the more detailed
information and consolidated financial statements (including the notes thereto) appearing
elsewhere in this Offering Circular. Prospective subscribers are urged to read this Offering
Circular in its entirety.

The Company

The Company is a builder of single family homes in the Indianapolis, Indiana
metropolitan area. The Company also develops residential communities. Net of all
cancellations which occurred during the applicable period, the Company executed 742 new
sales contracts during the nine (9) month period ended September 30, 2002, compared to 1,309
new sales contracts during the nine (9) month period ended September 30, 2001. The Company
executed 1,502 new sales contracts during the year ended December 31, 2001, and 973 new
sales contracts during the year ended December 31, 2000. The Company had a backlog of
pending sales contracts for 829 homes at September 30, 2002 with an aggregate sales price of
$130 million, compared to 909 homes with an aggregate sales price of $130 million at
December 31, 2001, and 606 homes with an aggregate sales price of $92.5 million at December
31, 2000. The Company is actively selling homes in 38 communities in the greater Indianapolis
area. The Company markets its homes under two distinct trade names, Davis Homes and Best
Homes.

The Company has sold more than 12,000 homes since its formation in 1985. Charles
R. Davis, the Company’s Chairman and Chief Executive Officer, began building homes in
Indiana over 50 years ago, and companies owned or managed by Mr. Davis have sold more
than 20,000 homes throughout Indiana. The Company believes this long-standing presence has
made the Davis name widely recognized in the State of Indiana as a builder of quality homes.
In 2001, the Company delivered 1,197 homes in the Indianapolis area, making it one of the
largest homebuilders in the area.

Consolidated Summary Financial Data
(in thousands)

Nine Months Ended
Year Ended December 31, September 30,

2001 2000 2002 2001

Consolidated Statement of
Operation Data

Total sales revenue $177,853 $138,800 $124,596 $108,112
Cost of sales 145,109 117,324 103,409 89,607
Selling expenses 14,481 9,590 11,446 9,326
General and administrative
expenses 10,333 9,212 7,041 7,116
Interest expense 1,235 1,245 706 915
Net income (loss) - 7,204 2,155 2,527 1,699



Consolidated Balance Sheet
Data

Homes, land and construction in

progress
Total assets
Accounts payable

Notes payable and other
obligations
Total members' equity

The Offering

Payment of Interest..................

Interest Rate..................ooi 0.

Redemption at the Company’s

December 31, September 30,
2001 2000 2002
$66,916 $57,541 $68,954
85,724 72,711 88,895
10,129 8,035 12,252
54,453 50,262 37,649
13,627 9,348 11,598

A maximum of $5,000,000 of Notes will be sold.
Notes will mature

, 2011, and will

bear interest from the date of issuance. At least
$2,650,000 in Notes must be sold before this Offering
will be consummated.

Semi-annually on January 1 and July 1 of each year,
commencing July 1, 2003 (for the period from date of
issuance through June 30, 2003).

% per annum

Redeemable at any time on or after July 1, 2004 at the
option of the Company, subject to specified limitations
set forth herein, in whole or in part, at 100% of the
principal amount, together with accrued interest.

No sinking fund payments.

The Notes will be unsecured general obligations of the
Company and will be subordinated in right of payment
to all existing and future Senior Indebtedness, as
defined in the Indenture, of the Company. As of
September 30, 2002, after giving effect to the issuance
of the Notes and the application of the net proceeds
therefrom, assuming the sale of $2,650,000 in Notes,
the Senior Indebtedness of the Company would have
been approximately $48.7 million. There is no limit on
the amount of Senior Indebtedness the Company may
incur. See "Description of Notes--Subordination of
the Notes."



Offer to Purchase.....................

Change of Control....................

Redemption

onDeath................

Debt Service Reserve Fund.......

Use of Proceeds......................

Certain Covenants...................

Risk Factors

The Company will be obligated to make an offer to
purchase Notes in certain circumstances described
herein. See "Description of Notes--Certain
Covenants."

Upon the occurrence of a Change of Control (as
defined), each holder of Notes will have the option to
cause the Company to repurchase such holder’s Notes,
in whole or in part, at 100% of the principal amount
thereof, plus accrued interest to the date of repurchase.
See "Description of Notes--Certain Covenants--
Offers to Purchase on Change of Control."

Upon the death of a noteholder, Notes held by the
deceased noteholder may be tendered to the Company
for redemption at a price of par plus accrued interest;
however, the Company will only be obligated to
redeem up to $100,000 in Notes pursuant to such
requests during any twelve-month period. See
"Description of Notes--Redemption at Death."

The Company will create a debt service reserve fund
(the "Reserve Fund") equal to six (6) months interest
on the Notes. See "Description of Notes--Debt
Service Reserve Fund."

The Company intends to use the net proceeds from the
sale of the Notes to redeem $2,200,000 aggregate
principal amount of 12% subordinated notes due
January 1, 2005, for working capital and to create the
Reserve Fund. See "Use of Proceeds."

The Indenture under which the Notes will be issued
contains certain restrictive covenants that will, among
other things, limit the Company’s ability to make
certain Restricted Payments (as defined). The
Indenture also restricts the Company’s ability to
consolidate or merge with or into, or transfer all or
substantially all of its assets to, another person and
requires the Company in certain circumstances to make
an offer to purchase Notes at 100% of the principal
amount plus accrued interest. These restrictions and
requirements are subject to a number of important
qualifications and exceptions. See "Description of
Notes--Certain Covenants."

An investment in the Notes involves a significant

degree of risk. The Notes are unsecured general
obligations of the Company, are subordinate in right of
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payment to all existing and future Senior Indebtedness,
which is not limited in amount, and do not contain
provisions for sinking fund payments. See "Risk
Factors" for a discussion of material risks that should
be considered in connection with an investment in the
Notes.

Risk Factors

In analyzing this offering, prospective subscribers should carefully consider certain
risks entailed in an investment in the Notes as set forth below, as well as the other information
contained in this Offering Circular.

The Notes are Subordinate to all Senior Indebtedness

The payment of principal of and interest on the Notes will be unsecured general
obligations of the Company, subordinated in right of payment to all present and future Senior
Indebtedness of the Company. Senior Indebtedness is defined generally in the Indenture to
include indebtedness created, incurred, assumed or guaranteed by the Company for money
borrowed other than (i) the Notes, (ii) indebtedness of the Company to any of its Insiders, as
defined in the Indenture, (iii) indebtedness of the Company to any of its subsidiaries (or from
one subsidiary to another), (iv) the subordinated notes issued in 1995, $2.2 million of which
remain outstanding and are expected to be redeemed from a portion of the net proceeds of the
sale of the Notes, (v) $5 million of subordinated notes issued in 2001 or (vi) indebtedness for
amounts owed for goods, materials or services purchased in the ordinary course of business.
There is no limitation on the amount of Senior Indebtedness which the Company may incur.
See "Description of Notes--Subordination of the Notes."

The Company Incurs Substantial Indebtedness to Finance its Operation

The building industry is capital intensive and often involves significant up-front
expenditures including the cost of acquiring land. To fund its ongoing operations, the Company
has used cash flow from operations, bank borrowings, limited partnership syndication proceeds,
the issuance of first mortgage bonds and the issuance of subordinated notes. As of September
30, 2002, the Company had members’ equity of approximately $11.6 million and total
indebtedness of approximately $57.6 million, which is secured by substantially all of the
Company’s assets. The Company’s business and earnings are substantially dependent on its
continuing ability to obtain bank or other financing on acceptable terms. Lenders generally
require substantial equity commitments by borrowers in connection with loans secured by real
estate. Additionally, such loans generally contain restrictive covenants related to the
Company's operations. Although the Company believes that cash flow from operations and the
Company’s ability to borrow from various lenders will provide adequate cash to satisfy the
Company’s capital requirements for the foreseeable future, there can be no assurance that
additional sources of financing will not be required or that, if required, such financing will be
available on terms acceptable to the Company. See "Management’s Discussion and Analysis
of Financial Condition and Results of Operations--Liquidity and Capital Resources."



The Company's Business is Affected by Changes in Economic Conditions

The home-building industry is cyclical and is significantly affected by changes in
general and local economic conditions such as interest rates, employment levels, consumer
confidence and income and availability of financing, as well as changes in government
regulation. Homebuilders such as the Company also are subject to various risks including
conditions of supply and demand in local markets, availability and cost of land, materials and
labor, adverse weather conditions, delays in construction schedules caused by strikes and other
factors not within a builder’s control, the government approval and permit process, the effects
of moratoriums and environmental controls and increases in real estate taxes and other local
government fees.

The Company's Home Sales are Affected by the Availability of Mortgage Financing and
Fluctuating Interest Rates

The Company’s business depends in part upon the availability and cost of mortgage
financing. The Company believes that the availability of Federal Housing Administration
("FHA") and Veterans Administration ("VA") mortgage financing is an important factor in
selling its homes. Any limitations or restrictions on the availability of mortgage financing
could adversely affect the Company’s operations. Housing demand is also affected by
mortgage interest rate levels. The Company believes that its sales have benefited from lower
rates in recent years. If mortgage interest rates increase significantly, the number of homes
sold and the Company’s results of operations may be adversely impacted. See "Business--
Customer Financing."

The Company is Subject to Governmental Regulations and Environmental Controls

The Company's home building operations are subject to federal, state and local statutes
and rules regulating environmental and developmental matters, wetland preservation, zoning,
building design and density requirements. These requirements can limit the number of homes
built within a particular community and can delay the progress of developing a particular
community.

The Company must obtain numerous government approvals, licenses, permits and
agreements before it can begin development and construction. In addition, the continued
effectiveness of permits already granted is subject to factors such as changes in policies, rules
and regulations and their interpretation and application. Such regulation affects construction
activities and may result in delays or cause the Company to incur substantial compliance costs.

The Company may be subject to additional costs or delays or may be precluded entirely
from developing its communities because of government regulations that could be imposed in
the future due to unforeseen health, safety, welfare or environmental concerns. Environmental
regulations can also have an adverse impact on the availability and price of certain raw
materials such as lumber. See "Business--Government Regulation and Environmental
Matters" and "--Land Acquisition and Development."



The Company Depends Upon Raw Materials and Labor, the Availability and Price of Which
Fluctuate

Although the principal raw materials used in the home-building industry, including
lumber, drywall, brick and concrete, generally are available from a variety of sources, those
materials are subject to periodic shortages and price fluctuations. This volatility may adversely
affect profitability to the extent that any increases in material costs cannot be offset by
corresponding home price increases. See "Business--Construction.” While labor shortages
have not had a material effect on the Company’s operations, there is no assurance that such
shortages will not adversely affect the Company in the future.

The Company's Business is Highly Competitive

Homebuilders compete for desirable properties, financing, raw materials and skilled
labor. The Company competes for home sales with national, regional and local homebuilders,
individual resales of existing homes and condominiums and available rental housing. Some of
the Company’s competitors have greater financial and other resources than the Company. See
"Business--Competition. "

The Company's Operations are Concentrated in a Single Geographic Area

The Company’s operations are currently concentrated in the Indianapolis metropolitan
area. Because of this lack of geographic diversification, adverse general economic, weather or
home-building conditions in the Indianapolis market could have a material adverse impact on
the Company.

The Company is Not Required to Make any Payments to a Sinking Fund

No principal payments are due with respect to the Notes prior to their maturity nor is
there any requirement for the Company to make payments to a sinking fund or otherwise
periodically set-aside funds for the retirement of the Notes, other than the Fund. Retirement of
the Notes will, therefore, be dependent upon the Company generating sufficient excess cash
flow or obtaining other financing at the time the Notes mature, neither of which can be assured.
See "Management’s Discussion and Analysis of Financial Condition and Results of
Operations" and "Description of Notes."

The Company May Not be Able to Satisfy its Repurchase Or Payment Obligations Under the
Notes

While the Indenture contains certain covenants which obligate the Company to
repurchase or offer to repurchase the Notes upon the occurrence of certain events, there can be
no assurance that the Company will have sufficient funds available at any given time to
discharge such obligations. Further, the ability of the Trustee or holders of the Notes to effect
collection should an Event of Default occur will be adversely affected by the subordination
provisions of the Indenture and the existence of substantial Senior Indebtedness, as well as other
indebtedness of the Company. See "Capitalization," "Management’s Discussion and
Analysis of Financial Condition and Results of Operation--Liquidity and Capital
Resources” and "Description of Notes."



The Company is Dependent Upon the Davis Family

The Company’s success is highly dependent upon the performance of its senior
management consisting of Charles R. Davis, C. Richard Davis, Bradley C. Davis and Michael
B. Davis (the "Davis Family"). See "Management." The Company does not have "key-man"
insurance for or employment agreements with any of its senior management. The loss of key
personnel or an inability to attract, retain and motivate key personnel could have a material
adverse effect on the Company’s business.

There is No Assurance as to the Amount of Notes Which Will be Sold

This Offering is being made on a best efforts, minimum-maximum basis by the
Underwriter as agent for and at the risk of the Company. Accordingly, there can be no
assurance that all or any portion of the Notes will be sold. All proceeds from subscribers will
be deposited into an escrow account and should the minimum amount of Notes not be sold by
the Termination Date, subscribers will lose the use of their funds up to the Termination Date.
See "Plan of Distribution. "

Subscribers May Encounter Difficulties Reselling the Notes

The Notes are being offered for sale only in Indiana and certain additional selected
states. Only subscribers residing in those states may purchase the Notes. Further, the Notes
will not be listed with any securities exchange or with the Nasdaq Stock Market. Accordingly,
it is unlikely that there will be an active secondary market for the Notes. The absence of such a
market will render it difficult for a holder to resell the Notes, or a holder may be able to do so
only at discounted prices.

The Company

The Company is a builder of single family homes in the Indianapolis, Indiana
metropolitan area which primarily consists of Marion and the surrounding counties. The
Company also develops residential communities. The Company offers high-quality homes,
many with custom features, designed principally for First Time Homebuyers (see "Glossary of
Terms") and First and Second Time Move-up Buyers (see "Glossary of Terms"). The
Company markets its homes under two distinct trade names, Davis Homes and Best Homes.
The homes marketed under the Davis Homes name are directed at First and Second Time
Move-up Buyers and Empty Nesters (see "Glossary of Terms") while Best Homes targets the
First Time Homebuyer and First Time Move-up Buyer. The Company’s homes range in size
from approximately 1200 to 3700 square feet and range in price from approximately $80,000 to
over $400,000.

The Company also originates and brokers residential mortgages, primarily for homes
sold to the Company’s customers, generating income from origination fees and servicing
release fees without incurring credit or market risk associated with the loans. The Company
also develops and manages apartment communities.

Unless the context indicates otherwise, as used in this Offering Circular the "Company”
refers to Davis Homes, LLC, and its wholly owned subsidiaries (i) Davis Financial Services,



LLC, d/b/a Davis Mortgage Services, (ii) Davis Wholesale, LLC, (iii) Home Guaranty
Company, LLC, (iv) Centennial Management, LLC, (v) Davis Land Development, LLC, (vi)
First Fidelity & Guaranty Co., Inc., and (vii) Davis Realty, Inc. For additional information
regarding the ownership and management of the Company and each of its subsidiaries, see
"Security Ownership of Management and Certain Security Owners".

Additionally, the Company is affiliated with several limited partnerships formed to own
and manage apartment communities which are developed by the Company, including Autumn
Chase Apartments, L.P., Hanna Village Apartments, L.P., Cedar Ridge Associates, L.P., Fort
Harrison Housing, L.P., Walnut Manor Apartments, L.P., Creekside Square Apartments,
L.P., Creekside Square Apartments II, L.P. and Crooked Creek Associates, L.P. Finally, the
Company is affiliated with two entities, White River Associates, L.P. and White River
Associates, Inc., each of which was formed to purchase and own an office building that has
been leased in part to the Company for its office space. See "Certain Transactions.” For
additional information regarding the ownership and management of each affiliated limited
partnership or other entity, see "Security Ownership of Management and Certain Security
Owners".

The Company’s principal executive offices are located at 3755 East 82nd Street, Suite
120, Indianapolis, Indiana 46240, and its telephone number is (317) 595-2800.

Use of Proceeds

The net proceeds to the Company from the sale of the Notes offered hereby after
deducting underwriting commissions, structuring fees and expenses payable by the Company

("Offering Expenses"), are estimated to be approximately $ if the minimum
amount of Notes are sold and § if the maximum amount of Notes are sold.
The Company will use $ at the minimum, and $ at the maximum to

create the Debt Reserve Fund as required by the Indenture. The Company intends to use the
remainder of the net proceeds to redeem $2.2 million of 12% subordinated notes issued in 1995
and due January 1, 2005 and for working capital by temporarily paying down in part two of its
primary construction (working capital) lines of credit, which lines will remain available for
future draws. These lines were entered into in April 2001 and June 2001, and are subject to
annual renewal. The annual interest rates on these lines are at the prime rate (4.75% at
September 30, 2002). At September 30, 2002, the total balance outstanding on these two
construction lines was approximately $28.5 million.

The following table summarizes the anticipated use of proceeds from this Offering,
assuming sale of both the minimum and maximum amounts and the order in which those
proceeds will be applied:



Minimum Maximum

Underwriting commissions, structuring fees

and Offering Expenses...................... $307,350 $480,000
Debt Service Reserve Fund................... $ $
Redeem 12% Subordinated Notes .......... $2.200,000 $2,200,000
Reduce Outstanding Borrowings............. $ $
Total $2,650,000 $5,000,000

Capitalization

The following sets forth, at September 30, 2002, the consolidated capitalization of the
Company and the pro forma capitalization of the Company as adjusted to give effect to this
Offering, assuming sale of only the minimum amount and the anticipated use of the proceeds

from this Offering. See "Use of Proceeds."

As of September 30, As Adjusted for
2002 Minimum

(in thousands)

Notes payable and other debt $50,449 $
(excluding subordinated notes due
January 1, 2005, June 30, 2006 and June

30, 2008)
Subordinated notes due January 1, 2005 $2,200 -0-
Subordinated notes due June 30, 2006 $2.500 $2,500
Subordinated notes due June 30, 2008 $2,500 $2,500
Subordinated notes offered hereby 0 2,650
Total debt 57.649
Accumulated equity
Members’ Equity 11,598 11,598
Total capitalization $___ S

1)

“ Pro forma capitalization of the Company based on estimated proceeds of Offering of $

which assumes the sale of $2,650,000 of Notes.
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Management’s Discussion and Analysis of Financial Condition
And Results of Operations

Backlog

The Company’s homes are offered for sale in advance of their construction, except for
a limited program under which the Company generally builds two or three speculative homes
per community to market to buyers who need a home to be available immediately (such as
buyers relocating from another area). To date, most of the Company’s homes have been sold
pursuant to standard sales contracts entered into prior to commencement of construction. Upon
execution of the sales contact and receipt of an initial deposit, the home sale is included in
backlog and construction costs thereafter incurred are included in homes, land and construction
in progress in the Company’s financial statements. The sales contract is cancelable upon
forfeiture of deposit, or, in some cases, without forfeiture due to the customer’s inability to sell
an existing home or obtain a permanent financing commitment. The Company recognizes
revenue and earnings on home sales at closing (upon completion of the home), when title to the
home passes to the buyer.

The following table lists the number of new sales contracts (net of cancellations) and
the number of home sales closed for the periods indicated and the number of homes in backlog
and the aggregate sales value of backlog at the dates indicated.

12 Month Period Ended 9 Month Period Ended
December 31 September 30
2001 2000 2002 2001
Sales contracts (net
of cancellations 1,502 973 742 1,308
Home sales closed 1,197 905 823 717
Backlog at end of
period 909 606 829 1,118
Aggregate sales $129,600,000  $92,465,000  $130,000,000 $159,023,000

value of backlog

The Company’s backlog of homes (sales contracts) decreased to 829 at September 30, 2002, as
compared to 909 at December 31, 2001 and 1,118 at September 30, 2001. New sales contracts
for the nine month periods ended September 30, 2002 and 2001 were 742 and 1,308,
respectively. This reflects decreased demand (decreased sales orders) in the Indianapolis
market for new home construction, the fact that the Company was operating in fewer active
communities during the first nine months of 2002 compared to the first nine months of 2001,
and an increase in the Company’s cancellation rate resulting from a larger portion of the
Company'’s total sales being made to First Time Home Buyers who typically have more
difficulty obtaining mortgage financing. (See Glossary of Terms.)

Results of Operations

The following table presents, for the periods indicated, the percentage of the
Company’s total sales revenue represented by each income statement line item presented.
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Home sales

Lot sales

Total sales revenue
Cost of sales

Gross profit

12 Month Period Ended

December 31

2001 2000
100% 99.9%

-0- Bl
100% 100.0
81.6% 84.5
18.4% 15.5

9 Month Period Ended

June 30
2002 2001
100% 100%
-0- -0-
100.0 100.0
83.0 82.9
17.0 17.1

The following table presents, for the periods indicated, the percentage of the
Company’s total revenue represented by each income statement line item presented. Total
revenue for each period is equal to total sales revenue plus other operating revenue.

Selling Expenses
General and
administrative expenses
Income from
operations
Interest expense
Minority interests

Net income

Total Sales Revenue

12 Month Period Ended

December 31

2001 2000
8.1% 6.9%
5.8 6.6
4.8 2.5

. 9

1 ~

4.1 1.5

9 Month Period Ended

June 30
2002 2001
9.2% 8.6%
5.7 6.6
2.6 2.4
6 8
2.0 1.6

The Company’s total sales revenue in 2001 was approximately $177.9 million, an
increase of approximately $39.1 million, or 28%, from total sales revenue of approximately
$138.8 million in 2000. The Company's total sales revenue for the nine months ended
September 30, 2002 was approximately $124.6 million, an increase of approximately $16.5

million, or 15%, from total sales revenue of approximately $108.1 million for the nine months

ended September 30, 2001.

12



Home Sales Closed

The Company’s home sales closed in 2001 were approximately $177.9 million, an
increase of approximately $39.1 million, or 28 %, from home sales closed of approximately
$138.8 million in 2000. The Company's home sales closed for the nine months ended
September 30, 2002 were approximately $124.6 million, an increase of approximately $16.5
million, or 15%, from home sales closed of approximately $108.1 million for the nine months
ended September 30, 2001. The Company delivered 1,197 homes in 2001 compared to 905
homes delivered in 2000. The Company delivered 823 homes for the nine months ended
September 30, 2002, compared to 717 homes delivered for the nine months ended September
30, 2001. There is typically a six-month period between the time the Company enters into a
sales contract for a new home and the time the Company delivers and closes on the sale of the
home. Accordingly, the increased home sales closed (and number of homes delivered) in 2001
compared to 2000 and for the first nine months of 2002 compared to the first nine months of
2001 both reflect the unusually strong market in Indianapolis for new home sales throughout
2001 which was based in part on lower mortgage rates.

Gross Profit

Gross profit is equal to total sales revenue minus cost of sales. The variable component
of cost of sales includes land acquisition costs, development costs and construction costs. The
fixed component of cost of sales includes direct overhead, job oversight supervision, customer
service, warranty costs and interest and property taxes on lots and construction in process, all
of which are capitalized as cost of sales. See Note 1 of Notes to Consolidated Financial
Statements.

Gross profit in 2001 was approximately $32.7 million, an increase of approximately
$11.2 million from gross profit of approximately $21.5 million in 2000. Gross profit as a
percentage of total sales revenue increased from 15.5% in 2000 to 18.4% in 2001 due to lower
interest costs and generally fixed overhead construction costs being spread over a higher sales
volume in 2001. In addition, in December of 2000 the Company packaged and sold 37 of its
model homes to GMAC Model Home Finance. As required by sale/leaseback accounting, the
Company recognized all of the revenue from the sale of these homes while deferring the
majority of the profit recognition over the life of the lease term. The resultant effect of this
sale/leaseback was to decrease the gross profit as a percentage of total sales for 2000 by 0.5%.

Gross profit for the nine months ended September 30, 2002 was approximately $21.2
million, an increase of $2.7 million from gross profit of approximately $18.5 million for the
nine months ended September 30, 2001. The increase was due to increased homes sales closed
in 2002. Gross profit as a percentage of total sales revenue decreased from 17.1% for the nine
months ended September 30, 2001 to 17.0% for the nine months ended September 30, 2002.
The decrease was primarily due to an increase in indirect construction costs in 2002.

Other Operating Revenue
Other operating revenue includes fees received for the performance of accounting,
construction and property management services for apartment communities owned by a related

party or owned by partnerships in which the Company serves as the general partner. Other
operating revenue was approximately $648,000, and $766,000, in 2001 and 2000, respectively.
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The decrease from 2000 to 2001 was primarily due to the completion of construction
management services relating to the Company’s Harrison Place apartment community. No new
apartment communities have been constructed by the Company since the completion of
Harrison Place. See "Business--Apartment Development and Management."

Selling Expenses

Selling expenses include advertising, sales commissions, maintenance of model homes,
payroll and amortization of sales and development costs. Certain expenses, such as sales
commissions and realtor fees, were generally based on sales prices of closed homes and thus
remain relatively constant as a percentage of total revenue. Other expenses, such as advertising
costs and model home maintenance, may be significantly influenced in any given period by the
number of grand openings or special promotions and the number of communities in which the
Company is operating in that period.

Selling expenses were approximately $14.5 million in 2001, compared to selling
expenses of approximately $9.6 million in 2000. Selling expenses as a percentage of total
revenue was 8.1% for 2001 compared to 6.9% for 2000. Selling expenses for the nine months
ended September 30, 2002 were approximately $11.4 million, compared to selling expenses of
approximately $9.3 million for the nine months ended September 30, 2001. Selling expenses as
a percentage of total revenue was 9.2% for the nine months ended September 30, 2002
compared to 8.6% for the nine months ended September 30, 2001. The increases in selling
expenses are primarily due to expansion of the Company's Realtor Rewards program, which
has resulted in a greater proportion of total sales being made with cooperating Realtors to
whom the Company pays commissions, and an increasing number of buyers using HUD-
approved down payment assistance programs such as the Nehemiah Program, Ameridream and
the “Own” Program. See "Business - Marketing a nd Sales."

General and Administrative Expenses

General and administrative expenses primarily include salaries, bonuses, office and
other administrative costs. General and administrative expenses were approximately $10.3
million in 2001, an increase of approximately $1.1 million from general and administrative
expenses of approximately $9.2 million in 2000. General and administrative expenses as a
percentage of total revenue decreased to 5.8% in 2001 from 6.6% in 2000, primarily due to
higher total revenue and generally fixed administrative expenses.

General and administrative expenses were approximately $7.0 million for the nine
months ended September 30, 2002, a decrease of approximately $.1 million from the general
and administrative expenses of approximately $7.1 million for the nine months ended
September 30, 2001. General and administrative expenses as a percentage of total revenue was
5.7% for the nine months ended September 30, 2002 compared to 6.6% for the nine months
ended September 30, 2001.

Seasonality and Variability in Quarterly Results
The Company has experienced, and expects to continue to experience, seasonality in

home sales in each community. Generally, in each community the receipt of sales contracts is
highest during the first six (6) months of the year. Related closings for home sales in each
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community peak in the last six (6) months of the calendar year, as homes contracted for
purchase earlier in the year are delivered. Management believes that this seasonality reflects
both the tendency of buyers to shop for new homes in the spring with the goal of closing in the
fall or winter, as well as the scheduling of construction to accommodate winter weather
conditions.

Ratio of Earnings to Fixed Charges

The ratio of earnings to fixed charges has been calculated by dividing the Company's
fixed charges (interest expense, capitalized interest, amortization of debt issuance costs and the
portion of rental expense which is deemed to be representative of the interest factor) into the
total of net income, plus minority interest in income of subsidiaries with fixed charges, plus
fixed charges (for purposes of adjusting net income, amortization of previously capitalized
interest is used in place of interest capitalized during the period). The pro forma ratio of
earnings to fixed charges is based on historical data, as adjusted to give effect to the application
of the minimum and maximum net proceeds, as described in "Use of Proceeds," to replace
existing interest bearing debt (and the associated increase in interest costs, assuming an interest
rate of 10.0% on Notes, after giving effect to capitalized interest) and the additional
amortization of the associated debt issuance costs.

Year Ended 9 Month Period Ended
December 31 September 30
2001 2000 2002 2001

Ratio of earnings to fixed charges 2.13 1.21 1.80 1.28
Pro forma ratio of
earnings to fixed charges
Minimum 2.12 1.21 1.79 1.28
Maximum 2.10 1.21 1.77 1.27

Liquidity and Capital Resources

To fund its ongoing operations, the Company’s primary sources of cash flow have been
operations, bank borrowings, limited partnership syndications, the issuance of first mortgage
bonds, and the issuance of subordinated notes.

The Company obtains its land acquisition and development funding on a project-by-
project basis. Land acquisition and development loans are secured by the related project’s real
property. The annual interest rate on each of these loans is prime. These loans are scheduled
to mature at various times through October 2003. The loan agreements contain customary
representations and covenants, including loan to value limitations and limitations on the
maximum principal amount that can be outstanding at any time.
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The Company’s current construction loans are revolving credit arrangements provided
by established commercial lenders in the Indianapolis area. These loans are secured by the
homes under construction. The Company draws down available funds from these credit
facilities from time to time throughout the construction process, generally up to 80% of the
value of the new home. The credit facilities are repaid in the normal course of business as each
home closes with the amount of the repayment equal to one hundred percent (100%) of the
construction loan attributable to that home. Annual interest rates on these credit facilities range
from LIBOR plus 260 basis points to prime, and these loans are scheduled to mature in
increments from time to time between June and October, 2003. The loan agreements contain
customary representations and covenants, including limitations on the maximum principal
amount that can be outstanding at any time and limits on the number of speculative and model
homes at any one time.

Due to it’s increasing involvement with third party developers, from which the
Company is obligated to purchase developed lots per community specific option agreements,
the Company has entered into a facility with an established Indianapolis commercial lender to
finance up to $3.5 million of lot inventory. As of September 30, 2002, the outstanding balance
on this facility was $2.1 million.

At September 30, 2002, the Company’s total third-party indebtedness amounted to
approximately $57.6 million, of which $35.6 million was comprised of construction loans,
$13.0 million was comprised of land acquisition and development loans, $7.2 million was
subordinated debt, and $1.8 million was indebtedness incurred to finance the purchase in 2002
of the Company’s building materials warehouse facility. (See “Description of Property -
Facilities”.)

The Company’s land acquisition expenditures in 2001 and 2000 were $.4 million and
$3.4 million, respectively. Land acquisition expenditures for the nine months ended September
30, 2002 and 2001 were $3.3 million and $.1 million, respectively.

The Company has no planned extraordinary capital expenditures or future material
funding requirements outside the normal course of business. Consistent with the historical
results of the Company, current obligations will be funded through ongoing operations,
including proceeds of future home closings, borrowings under its available credit facilities, and
the net proceeds of the Offering. The Company believes these funding sources will provide
adequate cash to satisfy the necessary capital requirements and backlog of homes to be sold for
the foreseeable future.

Inflation

The Company, as well as the home-building industry in general, may be adversely
affected by periods of high inflation, primarily because of higher land acquisition, land
development, construction and interest costs. In addition, higher mortgage interest rates may
have an adverse impact on the affordability of permanent mortgage financing to prospective
purchasers. The Company attempts to pass through to its buyers any increases in its costs
through increased sales prices and, to date, inflation has not had a material adverse effect on the
Company’s results of operations. However, there is no assurance that inflation will not have a
material adverse impact on the Company’s future results of operations.
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Business

The Company is a builder of single family homes in the Indianapolis, Indiana
metropolitan area, which includes Marion and surrounding counties. The Company believes
that it is able to deliver consistent quality at affordable prices because of its depth of
management experience, vertically integrated operations and responsiveness to customer
desires. The key elements of the Company's strategy are:

Customer-Driven Marketing. Management believes that the Company has been able to
achieve a high level of customer satisfaction and loyalty by consistently delivering quality
construction and popular designs and amenities geared to the preferences of its targeted
homebuyers. The Company’s current product offering provides distinct floor plans, designs,
specification levels, and degrees of customization geared to specific target buyer profiles.
Management continually monitors customer preferences based on reports from sales personnel,
and the Company updates the home designs and features offered in response to preferences
expressed by its customers. The Company trains its sales personnel to direct customers to the
appropriate home series based upon pre-qualification information obtained during the initial
customer interview in the sales office.

Customization of Home Designs. The Company is prepared to customize its designs to
meet the individual preferences and tastes of homebuyers. Upon request, the Company will
make a variety of modifications that are important to the homebuyer. Such modifications might
include changes to dimensions, floor plans, exterior and interior finish materials, fixtures and
appliances. The Company is able to offer this level of customization while maintaining the
efficiencies of a volume builder, which management believes provides the Company with a
competitive advantage in its target market.

Integrated Operations. The Company's vertically integrated operations generate
operating efficiencies and enhance profitability. For communities it develops, the Company
relies on the substantial land acquisition and development experience of its management team to
acquire unimproved land in Indiana locations where management perceives buyer demand. As
its own general contractor, the Company selects subcontractors with which it has substantial
experience and which comply with the Company's strict quality standards. The Company's
Indianapolis building materials warehouse helps it control the availability and cost of lumber
and other materials. The Company trains its sales staff to communicate the distinct features of
each of the Company's home series to potential customers, and the Company's mortgage
subsidiary provides added convenience and value to homebuyers by offering "one-stop"
financing of home purchases.

Strict Cost Controls. The Company strictly controls the cost of developing its
communities by: (i) utilizing land development companies to develop a significant percentage
of its lots; (ii) pricing its homes at competitive levels in order to sell out its communities
quickly; (iii) adhering to strict construction schedules; (iv) buying many of its principal building
materials on a wholesale basis through its Indianapolis warehouse operation and then
manufacturing (rather than purchasing) roof trusses, wall panels, and door assemblies; and (v)
obtaining favorable pricing on construction materials from its suppliers and labor from its
subcontractors as a result of long-standing relationships and its position as a leading
homebuilder in the Indianapolis area.
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The Company intends to focus its future operations on: (i) continuing to open new
communities in the Indianapolis area; (ii) improving operating efficiencies to reduce costs and
enhance earnings; and (ii1) achieving higher margins by improving marketing and advertising
and increasing training of its sales consultants to sell its homes at higher relative prices. The
Company is not currently considering any expansions through merger or acquisition or
expansion into different marketplaces; rather, the Company intends to continue its incremental
growth within its current marketplace. The Company also intends to reduce its focus on
developing additional apartment communities in order to emphasize its core building business.

Land Acquisition and Development

The Company both develops land for its own use and purchases finished lots from other
developers. The Company selects land for development or lots to acquire based upon a variety
of factors, including (i) demographic and marketing studies; (ii) proximity to concentrated job
markets, quality school districts, retail centers and local traffic corridors; (iii) infrastructure
requirements for grading, drainage, utilities, sanitary and storm sewers and streets; (iv)
competition for the proposed community; (v) ability to obtain zoning, platting and other
government approvals; and (vi) projected profitability of the project.

The Company seeks to minimize the risks associated with developing land by,
whenever possible, controlling desirable land through the use of options and other non-recourse
contractual arrangements that aliow the Company to delay payment until it has received the
necessary government approvals and is prepared to begin site development.

After control of a parcel of raw land has been obtained, the Company's development
staff oversees the preparation of preliminary and final plans for the community, providing for
infrastructure, wetland preservation, recreational facilities and open space. Once preliminary
plans have been prepared, the Company must obtain numerous government approvals, licenses,
permits and agreements before it can begin development and construction. For a description of
the government approval and permit process, see "Government Regulation and
Environmental Matters."

Within each development, the Company seeks to create a sense of community through
the formation of a homeowners association to oversee the management and maintenance of the
community's common areas; through the use of cul-de-sacs, lakes and recreation and
playground areas; and by developing creatively landscaped common areas. The Company also
incorporates a variety of complementary front elevations and architectural designs in its
communities. The Company seeks to create continuity within each community by coordinating
the exterior colors and trim of neighboring homes. The homes offered in a particular
community depend upon many factors including the housing alternatives generally available in
the area, the needs of the target buyers in the community and the Company's cost per lot in the
community.

In many communities, the Company acquires its finished lots from other independent
land developers. The Company will generally enter into an agreement with the developer
pursuant to which the Company agrees to purchase a specified number of lots per month or per
quarter. The Company is generally required to provide an initial cash deposit or letter of credit
that generally constitutes the developer's sole remedy in the event of a default by the Company.

18



In this way the Company is able to secure access to attractive communities without taking on ail
the risks of developing the communities internally.

Home Design

In most of its communities, the Company offers homebuyers a choice of homes from
one or more of four distinct collections under either the "Davis Homes" or "Best Homes"
name, each of which offers a variety of floor plans and features targeted to a specific buyer
profile.

® Davis Hom es Heritage Collection of ranch and two-story homes designed primarily
for family move-up buyers

¢ Davis Hom es Lifescapes and Garden Collections of ranch and two-story homes
designed primarily for active adult and Empty-Nester buyers

¢ Davis Hom es Carefree Collection of low-maintenance paired patio homes

¢ Best Homes First -Time Buyer Collection of a variety of homes focusing on
affordability and large space for the dollar

The Company continuously reviews customer preferences and reports from its sales
personnel to ensure that its home designs and features address the preferences of its targeted
customers. The Company closely monitors the designs and features chosen by buyers of its
homes as well as those offered by competitors in its markets and by homebuilders in other
markets. The Company's architectural team and in-house draftsmen use this information in a
continuing effort to make the Company's home designs more attractive to homebuyers.

Management believes that the Company has been able to achieve a high level of
customer satisfaction and loyalty by customizing its homes to meet customer preferences. The
Company emphasizes its willingness to customize in its marketing and sales efforts. The
Company's architectural staff uses a computer-assisted design system to determine quickly the
cost and feasibility of customization. If the customization is economically feasible and the
customer is willing to pay for the additional cost, the design is customized to suit the
customer's request. In this way, the Company is able to satisfy its customers while maintaining
the efficiencies of a high-volume builder.

Construction

The Company acts as the general contractor for the development and construction of its
communities. The Company employs full-time construction superintendents, each of whom
supervises construction within two to three communities at a time, depending on the size of the
communities. Each superintendent is responsible for coordinating the activities of the
subcontractors, suppliers and building inspectors and for ensuring that the homes conform to
the Company's quality control standards.

Subcontractors typically are retained on a community-by-community basis to complete

construction at a fixed price per house plan for a term of one year. Agreements with the
Company's subcontractors are generally entered into after competitive bidding on an individual
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basis. The Company has long-standing relationships with many of its subcontractors. The
Company sometimes negotiates price and volume discounts with manufacturers and suppliers on
behalf of subcontractors to take advantage of its production volume. In Indianapolis, the
Company also controls its costs and quality of construction and minimizes construction delays
by buying many of its building materials on a wholesale basis through its building materials
warehouse operation and then manufacturing (rather than purchasing) roof trusses, wall panels,
and door assemblies, and inventorying framing lumber, windows, sub-flooring, interior and
exterior trim, roofing and sheathing for use in its homes.

Although the Company currently purchases materials and supplies from a limited
number of suppliers on a regular basis, those materials are generally available from a number
of suppliers, and therefore the Company is not dependent upon a single supplier for any of its
materials. Similarly, the Company is dependent upon services performed by its subcontractors,
particularly its mechanical (plumbing, heating and electrical) and drywall subcontractors;
however, the Company does not rely on any single subcontractor whose services, if withdrawn,
could not be replaced.

The Company generally develops and builds its communities in phases in order to
create efficiencies in land development and construction and improve customer satisfaction by
reducing the number of vacant lots and other homes under construction in the immediate
vicinity of a completed home. The Company typically completes the construction of a home
within four months from commencement of construction.

Marketing and Sales

The Company places a strong emphasis on effectively marketing its homes to its target
buyers. The Company's commitment to effective and innovative marketing is evidenced by
awards the Company received from the Builder’s Association of Greater Indianapolis for 2002
Marketing and Merchandising Excellence.

The Company attracts initial interest in its communities through an advertising program
using media such as newspapers, direct mail, billboards and, to a lesser extent, radio and
television. The Company also has a buyer referral program in which buyers of the Company's
homes receive referral fees for introducing new buyers to the Company. The Company
believes that it has a reputation for developing high quality homes, which helps generate
interest in its communities.

Management believes that the effective use of model homes demonstrates the
advantages of the Company's home designs and features to prospective homebuyers. The
Company first creates a buyer profile for each community. The Company then selects one or
more model homes representative of the product line for that community and designed to appeal
to the preferences of target buyers. Based on the buyer profile, the Company then completes
the model home with furniture, fixtures and amenities that generally appeal to the target buyers.

Substantially all of the Company's homes are sold by full-time commissioned sales
personnel who work from the on-site sales offices (open seven days a week) for each
community. The Company conducts continuous training for its sales personnel so that they are
prepared to direct each customer to the appropriate model home and explain the features and
benefits of each model. Company sales personnel assist prospective buyers by providing them
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with information on the available home type, pricing, options and upgrades, mortgage financing
(including qualifying criteria), construction and warranties. The Company periodically surveys
buyers at closing as part of its effort to continuously monitor and adapt to customer
preferences. Management believes that maintaining such relations also contributes to its
reputation for customer satisfaction and loyalty. Independent brokers participate in
approximately 60% of the Company's home sales. Through its new Realtor Rewards program,
the Company welcomes such independent broker participation because it believes that such
participation introduces the Company to customers who might not otherwise consider
purchasing a new home. Through this program, the Company conducts a variety of promotions
and sales incentive programs to attract independent brokers to the Company's communities,
such as the payment of bonuses to brokers for repeat sales and the payment of sales
commissions prior to the date of closing on the property.

The Company also offers a Guaranteed Sale Program to certain buyers having existing
homes in the Indianapolis area that they intend to sell before purchasing a new home from the
Company. Under the Guaranteed Sale Program, the Company assists buyers in selling their
existing home and, if the existing home is unsold at the time of delivery of the new home, the
Company will purchase the existing home at a pre-determined price. Management believes that
this program is an effective marketing tool for the Company because many prospective buyers
are hesitant to commit to purchase a new home until they are certain that they will be able to
sell their existing home. Before the Company accepts a home into the program, an independent
real estate broker examines the property to assess its marketability. The Company has entered
into arrangements with various real estate brokers in the Indianapolis area to market the homes
that the Company has agreed to purchase under this program.

Generally, construction of a home is begun only after a sales contract has been executed
and the customer has received preliminary mortgage approval. The sales contract generally
requires a cash deposit in the range of $500 to $1,000 which is refundable only if the
contingencies in the sales contract (such as mortgage financing or the sale of an existing home)
are not met. Once the contingencies in the sales contract are satisfied, the Company typically
requires an additional, nonrefundable cash deposit (which ranges from $3,000 to $6,500,
depending on the circumstances) as a condition to starting construction of the home.

Customer Relations and Quality Control

The Company recognizes that for many customers, the purchase of a home represents
the single largest investment they will ever make. The Company strives to ensure the
soundness of this investment through the delivery of quality homes located in attractive
communities. Accordingly, through every phase of the Company's operations from the
beginning of the sales process through construction, closing and post-closing service, the
Company strives to educate and involve the customer in the home-building process.

Each community under development has one or two sales representatives who assist the
customer from the initial interview through the closing. Initially, the sales representative helps
the customer select a floor plan from the appropriate home series that meets the customer's
desires. Thereafter, the sales representative is available throughout the entire building process
to answer questions and direct concerns to the appropriate persons. The Company inspects the
home with the customer at least twice prior to the closing. In addition, the Company asks its
customer to complete customer satisfaction surveys at the time of the closing. The Company
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uses the results of these surveys to monitor the preferences of its customers and modify its
home designs as necessary to meet these preferences.

The Company issues a warranty with each home covering workmanship and materials
and provides to the homeowner warranty insurance from Home Buyers Warranty Corporation.
The warranty provides coverage for ten years for structural matters, four years for the roof of
the home and two years for other specified items. The Company has been designated a
"Diamond Builder" by Home Buyers Warranty Corporation. To qualify for this status, a
homebuilder must have a proven track record of quality construction, customer satisfaction and
proper warranty performance and an excellent reputation in the community. Of the 15,000
U.S. homebuilders whose warranties are insured by Home Buyers Warranty Corporation, only
35 currently are designated as "Diamond Builders." The Company's warranty expense
represented less than 0.5% of home sales revenue in both 2000 and 2001.

Management Information Systems

The Company developed and installed a computerized database management
information system that was designed by management to meet the Company's reporting needs.
The system provides management with immediate information regarding the status of
preconstruction, construction and closing activities relating to the Company's model and
speculative homes, as well as homes sold by the Company under contract. The system also
summarizes information regarding the sales price of the home, the responsible sales
representative, the mortgage lender, the mortgage amount and whether an independent broker
was involved in the sale. Detailed cost accounting data are generated for each home concerning
actual and budgeted costs. The system enhances the Company's ability to monitor all aspects of
the contracting, preconstruction, construction and closing stages of homes in the Company's
backlog.

Mortgage Origination

The Company operates a wholly owned mortgage brokerage subsidiary, Davis
Financial Services, LLC, d/b/a Davis Mortgage Services, to further assist the Company's
customers in securing mortgage commitments. (For additional information regarding the
ownership and management of Davis Financial Services, LLC, see "Security Ownership of
Management and Certain Security Owners.") Davis Financial Services is approved by the
Federal Department of Housing and Urban Development and is qualified to process FHA, VA
and conventional loans and sell the servicing rights. The Company originates and brokers
residential mortgages, primarily for homes sold to the Company's customers. Davis Financial
Services generates income from origination fees and servicing release fees. The loans are sold
by Davis Financial Services without recourse, and Davis Financial Services does not
warehouse, package or service the loans. The Company will not commit to make a loan
without a guaranteed firm commitment in place, with a set interest rate and price from the
lender who will purchase the loan. As a result, Davis Financial Services does not incur any
credit risk or market risk associated with loans that it originates.

A substantial percentage of the homes sold by the Company meet the dollar limits
published in FHA and VA guidelines. FHA and VA financing generally enables buyers to
purchase homes with lower down payments than the down payments required by conventional
mortgage lenders, allowing a buyer to borrow up to 95% of the appraised value of the home for
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FHA financing and up to 100% for VA financing. As of September 30, 2002, the FHA
financing limit for a one unit residence was $165,300 in Marion and the contiguous counties,
Indiana.

Apartment Development and Management

The Company develops and manages apartment communities that are either
conventionally financed or qualify for HUD financing or federal low-income housing tax credits
under Section 42 of the Internal Revenue Code. The Company manages eight apartment
communities totaling 1,307 units, which were all developed by the Company or a related party
of the Company. The Company does not intend to manage apartment communities other than
those it currently manages and those it develops. Although the Company may develop
additional apartment communities in the future as opportunities arise, the Company intends to
reduce its focus on developing additional apartment communities in order to emphasize its core
homebuilding business.

Competition and Market Factors

The home-building industry is highly competitive and fragmented. The Company
competes for home sales with national, regional and local developers and homebuilders,
individual resales of existing homes and condominiums and available rental housing. The
Company also competes for the acquisition of developed and undeveloped land on which to
build homes or from which to sell lots. The Company's primary competitors are Ryland
Homes, Crossman Communities, Arbor Homes and CP Morgan Homes, two of which are
privately owned and two of which are publicly owned entities. Some of the Company's
competitors have greater financial and other resources than the Company. The Company is one
of the leading builders in the Indianapolis area, and management believes the Company
competes favorably as a result of price, quality construction and features, land development
expertise, knowledge of the local real estate market and governmental permitting and approval
process, and a favorable reputation in the Indianapolis area. The Company regularly surveys
the prices and features offered by its competitors to ensure that its prices on a per-square-foot
and per-standard-feature basis are at an appropriate level. The Company believes that its prices
are competitive to those offered by its primary competitors.

Government Regulation and Environmental Matters

In order to develop land in the Indianapolis area, the Company must obtain numerous
government approvals, licenses, permits and agreements before it can begin development and
construction. Through options and other limited recourse contractual arrangements, the
Company typically controls land during the government approval process and only purchases
the land after the planning and zoning process is complete. Obtaining the many necessary
government approvals and permits for residential developments in the Indianapolis area is an
extended process that generally takes approximately six to nine months and can involve a
number of different governmental jurisdictions and agencies and considerable expense. The
Company generally does not have any rights to develop a community until after it has received
all required government approvals and permits. As with many other states throughout the
country, Indiana has recently adopted legislation that allows municipalities to impose impact
fees as a means of defraying the costs of providing certain governmental services and
improvements to developing areas.
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Additionally, the Company, through its mortgage broker subsidiary, Davis Financial
Services, LLC, is subject to the rules and regulations of the federal Department of Housing and
Urban Development's insured mortgage program. Davis Financial Services is also subject to
the Indiana Department of Financial Institution's rules relating to mortgage brokers as it is a
licensed mortgage broker. Although Davis Financial Services originates mortgage loans,
neither it nor the Company is required to be licensed as a financial institution, thus neither is
subject to federal or state financial services laws. In addition, another subsidiary of the
Company, Davis Realty, Inc., is subject to the Indiana real estate brokerage laws. Davis Realty
maintains its real estate brokers license primarily for the purpose of being able to list the
Company's homes on the Indianapolis Metropolitan Board of Realtors’ multiple listing service.

The Company is also subject to a variety of federal, state and local statutes, ordinances,
rules and regulations concerning protection of health, worker safety and the environment.
These laws may result in delays, cause the Company to incur substantial compliance costs and
prohibit or severely restrict development in certain environmentally sensitive regions or areas.
Prior to purchasing a parcel of land, the Company generally evaluates such land for the
presence of hazardous or toxic materials, wastes or substances. To date, the Company has not
experienced any material delays as a result of these laws, and the Company's operations have
not been materially affected by the presence or potential presence of such materials.

Employees

As of September 30, 2002, the Company had 274 full-time employees. None of the
Company's employees are covered by collective bargaining agreements, and management
believes that few of the subcontractors that the Company engages are represented by labor
unions or are subject to collective bargaining arrangements. Management believes that the
Company's relations with its employees and subcontractors are good.

Legal Proceedings

The Company is involved in various routine legal proceedings incidental to the conduct
of its business. Management believes that none of these legal proceedings will have a material
adverse impact on the financial condition or results of operations of the Company.

Description of Property

Facilities

The Company leases approximately 23,000 square feet of office space for its
headquarters in Indianapolis, Indiana, pursuant to two separate leases with a related party, for
an aggregate annual rent of approximately $445,000. See "Security Ownership of
Management and Certain Security Owners" and "Certain Transactions.” Both leases
expire on December 31, 2007, and the Company holds renewal options on each lease.
Management believes that these facilities are sufficient for the conduct of the Company's
business for the foreseeable future. It is the Company's policy that any transaction between the
Company and an officer, director or affiliate be on terms no less favorable to the Company than
could be obtained from an unaffiliated third party.
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During 2002, the Company purchased approximately 75,000 square feet of industrial
warehouse space in Indianapolis that it had previously leased for its building materials inventory
and roof truss, wall panel and door assembly manufacturing plant.

Management

Executive Officers and Managers

The managing member of the Company is Davis Holding Corporation ("DHC"), an
Indiana corporation wholly owned by the Davis Family. The business and affairs of the
Company are ultimately directed by DHC, as managing member, pursuant to applicable state
law. The Company also has a Board of Managers consisting of Charles R. Davis, C. Richard
Davis, Bradley C. Davis and Michael B. Davis. Where appropriate, the titles in the table
below relate to DHC.

Name Age Position

Charles R. Davis 70 Chairman

C. Richard Davis 44 Executive Vice President

Bradley C. Davis 42 Executive Vice President

Michael B. Davis 40 Executive Vice President

Douglas R. Stein 44 President of Davis Financial Services,
LLC

Charles R. Davis has been Chairman, Chief Executive-Officer and a Director of Davis
Holding Corporation since its inception in 1985. Mr. Davis attended Indiana University. Mr.
Davis has been involved in the residential homebuilding business in Indianapolis for over 50
years. In 1951, Mr. Davis and his father, Oris E. Davis, co-founded the O.E. Davis Lumber
Company, Inc. in Indianapolis. From the early 1950's until the company's sale in 1969, O.E.
Davis Lumber Company built thousands of single family homes throughout Indiana. In 1969,
Charles R. Davis sold the company, but Mr. Davis remained as Group Vice President and
Chief Operating Officer of the home-building division of the purchaser until 1972. In 1974,
Mr. Davis formed American Housing Corporation to engage in the construction and sale of
single family homes in central Indiana; in 1978, American Housing acquired the business Mr.
Davis had sold in 1969. In 1984, Mr. Davis sold American Housing. For additional
information regarding Mr. Davis' ownership interest in the Company and each of its affiliated
entities, see "Security Ownership of Management and Certain Security Owners."

C. Richard Davis has been Executive Vice President and a Director of Davis Holding
Corporation since 1990. Mr. Davis graduated from Indiana University in 1981 with a business
degree and from the University of Michigan School of Law in 1984, From 1984 to 1990, Mr.
Davis was an attorney with the law firm of Sullivan and Cromwell in New York, New York,
practicing in the areas of securities regulation and real estate finance. Mr. Davis is currently
admitted to practice law in the States of Indiana and New York and serves as Chairman of the
Board of Directors of the Better Business Bureau of Central Indiana and as Board member and
Past-President of the Builders Association of Greater Indianapolis. Mr. Davis also serves as
Vice Chairman of the Board of Directors of the AAA Hoosier Motor Club, H.M.C. Insurance
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Agency and Hoosier Motor Mutual Insurance Company. For additional information regarding
Mr. Davis' ownership interest in the Company and each of its affiliated entities, see "Security
Ownership of Management and Certain Security Owners."

Bradley C. Davis has been Executive Vice President and a Director of Davis Holding
Corporation since 1994. Mr. Davis graduated from Indiana University in 1982 with a business
degree and from Duke University in 1984 with a Masters in Business Administration. From the
Company'’s inception in 1985 until 1991, Mr. Davis was President of Davis Homes of Indiana.
In 1991, Mr. Davis became President of Davis International, Inc., an entity owned by the
Davis Family, and moved to Warsaw, Poland to oversee a residential project in which that
entity had a joint venture interest. In 1993, Mr. Davis resigned from day-to-day management
of the Company to build custom homes in Indianapolis under the name Brad Davis Custom
Homes, Inc. From 1984 to 1985, Mr. Davis was a municipal bond trader with Merrill Lynch
Capital Markets in New York, New York and Atlanta, Georgia. For additional information
regarding Mr. Davis' ownership interest in the Company and each of its affiliated entities, see
"Security Ownership of Management and Certain Security Owners."

Michael B. Davis has been Executive Vice President and a Director of Davis Holding
Corporation since 1991. Mr. Davis graduated from Indiana University in 1984 with a
bachelor's degree and from Indiana University School of Law in 1987. From 1990 to 1991,
Mr. Davis was an attorney with the law firm of Johnson, Smith, Densborn, Wright & Heath in
Indianapolis, Indiana, practicing in the areas of real estate finance and corporate and
partnership law. From 1988 to 1990, Mr. Davis was an attorney with the law firm of Kirkland
& Ellis in Chicago, 1llinois, practicing in the area of real estate finance. Mr. Davis is admitted
to practice law in the State of Indiana and serves on the Board of Directors of Concord
Community Development Corporation, an Indianapolis based not-for-profit corporation
dedicated to providing affordable housing in downtown Indianapolis. For additional
information regarding Mr. Davis' ownership interest in the Company and each of its affiliated
entities, see "Security Ownership of Management and Certain Security Owners."

Douglas R. Stein has been the President of Davis Financial Services, LLC, a wholly-
owned subsidiary of the Company, for each of the past five years. Mr. Stein graduated from
Ball State University with a degree in business in 1981.

Charles R. Davis is the father of C. Richard Davis, Bradley C. Davis and Michael B.
Davis.

Remuneration of Officers and Directors
The following table sets forth information with respect to the aggregate annual
remuneration paid by the Company for services rendered during 2001 to the three most highly

compensated executive officers of the Company. The Company is not a party to an
employment agreement with any of the executive officers of the Company.
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Summary Compensation Table

Name of Individual and Principal Capacities Annual
in Which Served Year Remuneration

C. Richard Davis,

Executive Vice President 2001 $210,000
Bradley C. Davis

Executive Vice President 2001 $210,000
Michael B. Davis,

Executive Vice President 2001 $210,000

Security Ownership of Management and Certain Securityholders

As a limited liability company, the Company is owned by its members. The following
table sets forth the members of the Company and their respective ownership interests:

Title of Class Name and Address of Owner Percent of Class

Membership Interests Davis Holding Corporation 1%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Davis Investments, L.P. 9%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

The ownership of Davis Holding Corporation, which is also the managing member of the
Company, is set forth in the following table:

Number of Percent of
Title of Class Name and Address of Owner Shares Class

Common Stock Charles R. Davis 100 25%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

C. Richard Davis 100 25%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Bradley C. Davis 100 25%

3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240
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Michael B. Davis 100 25%
3755 East 8§2nd Street, Suite 120
Indianapolis, Indiana 46240

Davis Investments, L.P., is a limited partnership which is beneficially owned as follows:

Title of Class Name and Address of Owner Percent of Class

General Partnership Interest ~ Davis Holding Corporation 1%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Limited Partnership Interest ~ C. Richard Davis 32.9%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Bradley C. Davis 32.9%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Michael B. Davis 32.9%
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240

Charles R. Davis 30%
3755 East 82™ Street, Suite 120
Indianapolis, Indiana 46240

There are no outstanding options, warrants or rights to purchase membership interests
in the Company. Additionally, the Company has not authorized any non-voting membership
interests.

The Company has the following wholly-owned subsidiaries: Davis Financial Services,
LLC, Home Guaranty Company, LLC, Centennial Management, LLC, Davis Land
Development, LLC, Davis Wholesale, LLC, First Fidelity & Guaranty Co., Inc., and Davis
Realty, Inc.

The Davis Family (see "Glossary of Terms") is also the beneficial owner of several
related entities created for purposes of owning and managing specific apartment communities,
which entities are affiliated with the Company, but are not consolidated with the Company for
financial reporting or other purposes. The following table sets forth the names and owners of
each of these entities, including the percentage of each entity beneficially held by the Davis
Family:
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Name/Owners

Autumn Chase Apartments, L.P.

Autumn Chase, Inc. 1
Charles R. Davis
Davis Homes, LL.C

Davis Family Properties, LLC'

Hanna Village Apartments, L.P.

Davis Homes, LLC
outside investors

Fort Harrison Housing, L.P.
. . 1
Fort Harrison Housing, Inc.

Charles R. Davis
Davis Homes, LLC

Davis Family Properties, LLC'

Cedar Ridge Associates, L.P.
Cedar Ridge Associates, LLC

outside investors

Walnut Manor Apartments, L.P.

1
Walnut Manor, Inc.
outside investors

Creekside Square Apartments, L.P.

Davis Homes, LLC
outside investor

Crooked Creek Associates, L.P.
Crooked Creek Associates, LLC3

Charles R. Davis
C. Richard Davis
Bradley C. Davis
Michael B. Davis
outside investors

Creekside Square Apartments II, L.P.
Creekside Square Apartments II, LLC’

Davis Homes, LLC

Total Interest
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General Limited Beneficially Held
Partnership Partnership by the
Interest Interest Davis Family
100%
1%
10%
1%
88%
1.9%
1.9%
98.1%
100%
1%
10%
1%
88%
1.9%
1.9%
98.1%
1%
1%
99 %
1%
1%
99%
48.3%
2%
37.6%
2.9%
29%
2.9%
51.7%
100%
99%
1%



" Autumn Chase, Inc., Davis Family Properties, LLC, Fort Harrison Housing, Inc., and
Walnut Manor, Inc., are each owned by C. Richard Davis, Bradley C. Davis and Michael B.
Davis, who each have a 33.3% interest in each entity.

2 Cedar Ridge Associates, LLC, is owned by Charles R. Davis (99.01%), C. Richard Davis
(.33%), Bradley C. Davis (.33%) and Michael B. Davis (.33%).

? Crooked Creek Associates, LLC, is owned by Charles R. Davis (99.01%), C. Richard Davis
(.33%), Bradley C. Davis (.33%) and Michael B. Davis (.33%).

! Creekside Square Apartments II, LLC, is owned by Charles R. Davis (1%), C. Richard Davis
(33%), Bradley C. Davis (33%) and Michael B. Davis (33%).

Finally, the Davis Family is the beneficial owner of a limited partnership which is the
owner of an office building located at 3755 East 82™ Street in Indianapolis from which the
Company leases office space. The following table sets forth the names and owners of this limited
partnership, including the percentage of the limited partnership beneficially held by the Davis
Family:

Total Interest

General Limited Beneficially Held
Partnership Partnership by the Davis
Name/Owners Interest Interest Family
White River Associates, L.P. 100%
White River Associates, Inc.* 1%
C. Richard Davis 33%
Bradley C. Davis 33%
Michael B. Davis 33%

*White River Associates, Inc., is a corporation owned solely by Charles R. Davis.
Certain Transactions
Operating Advances
As of September 30, 2002, certain of the Company's limited partnerships owe the
Company in the aggregate $1,688,000 in operating advances. These limited partnerships, and

the amount owed by each, are as follows:

Interest Beneficially Held Operating Advances

by the as of
Limited Partnership Davis Family September 30, 2002
Autumn Chase Apartments, L.P. 100% $476,600
Hanna Village Apartments, L.P. 1.9% $(14,400)
Cedar Ridge Associates, L.P. 1.9% $27.500
Walnut Manor Apartments, L.P. 1% $213,500
Creekside Square Apartments, L.P. 1% $(12,200)
Crooked Creek Associates, L.P. 48.3% $20,500
Fort Harrison Housing, L.P. 100% $976,500
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(For additional information regarding the ownership and management of each limited
partnership, see "Security Ownership of Management and Certain Security Owners.")
These operating advances, which are non-interest bearing, result from the Company's payment
of certain construction or operating expenses for the apartment projects and are to be repaid
from the operating cash flows of the respective limited partnerships.

Management Fees

The Company also received fees of approximately $377,100 and $390,000 in 2001 and
2000, respectively ($320,700 for the nine months ended September 30, 2002), in connection
with the management of apartment communities owned by the Company's affiliated limited
partnerships. The following table sets forth the amount of fees received by the Company from
each apartment community for management services during each year:

Interest Beneficially

Held by the Fees Received Fees Received
Limited Partnership Davis Family During 2000 During 2001
Crooked Creek Associates, L.P. 43.8% $87,200 $94,000
Cedar Ridge Associates, L.P. 1.9% $62,200 $65,200
Hanna Village Apartments, L.P. 1.9% $34,100 $32,600
Creekside Square Apartments, L.P. 1% $130,500 $78,700
Creekside Square Apartments, II, L.P. 100% $25,500 $25,400
Walnut Manor Apartments, L.P. 1% $35,900 $33,000
Autumn Chase Apartments, L.P. 100% $14,600 $43,800
Fort Harrison Housing, L.P. 100% 0 - $37,800

(For additional information regarding the ownership and management of each limited
partnership, see "Security Ownership of Management and Certain Security Owners.")

Construction Services

In addition, the Company received an aggregate of $104,900 and $217 ,000 in 2001
and 2000, respectively ($177,100 for the nine months ended September 30, 2002), relating to
the performance of construction services for the Autumn Chase and Fort Harrison Housing
timited partnerships. The following table sets forth the amount of fees received by the
Company from each apartment community for construction and management services during
each year:

Interest Beneficially

Held by the Fees Received Fees Received
Limited Partnership Davis Family During 2000 During 2001
Autumn Chase Apartments, L.P. 100% $62,000
Fort Harrison Housing, L.P. 100% $155,000 $104,900
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(For additional information regarding the ownership and management of each limited
partnership, see "Security Ownership of Management and Certain Security Owners.")

Affiliated Investments

As of September 30, 2002, the Company reported an aggregate of $183,500 in
investments in certain affiliated entities. These amounts are reported in the Company's
consolidated financial statements as prepaid expenses and other assets. The entities, and the
amounts paid by the Company as an equity investment in each as of September 30, 2002, are as
follows:

Interest Beneficially Held

by the Amount of Equity
Entity Davis Family Investment
Hanna Village Apartments, L.P. 1.9% $46,800
Creekside Square Apartments, L.P. 1% $29,000
Walnut Manor Apartments, L.P. 1% $39,500
Autumn Chase Apartments, L.P. 100% $58,700
Fort Harrison Housing, L.P. 100% $9,500

(For additional information regarding the ownership and management of each limited
partnership, see "Security Ownership of Management and Certain Security Owners.")

Office Lease

The Company leases office space from White River Associates, L.P. in an office
building located at 3755 East 82nd Street in Indianapolis. C. Richard Davis, Michael B. Davis
and Bradley C. Davis are the limited partners of White River Associates, L.P. and collectively
hold 99% limited partnership interests in three equal shares. The general partner, with a 1%
partnership interest, is White River Associates, Inc., a corporation wholly owned by Charles R.
Davis. (For additional information regarding the ownership and management of White River
Associates, L.P. and White River Associates, Inc., see "Security Ownership of Management
and Certain Security Owners.") Pursuant to two lease agreements due to expire on December
31, 2007, with two options to extend for a total of five years each, the Company rents
approximately 23,000 square feet at an aggregate annual rent of approximately $445,000.
Lease payments in 2001 were approximately $411,000. The Company occupies approximately
44 % of the rentable space of the office building. The rent paid by the Company for this space
is comparable, on a per-square-foot basis, to the rent paid by the other large tenants of the
office building.

Distributions

In 2001, the Company made distributions to the Davis Family of approximately
$2,399,000 in the aggregate. During the nine months ended September 30, 2002, the Company
made distributions to the Davis Family of approximately $4,543,000 in the aggregate. These
distributions included amounts representing prior earnings of the Company and amounts
provided by the Company to the Davis Family so that they could make estimated federal and
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state tax payments on the income earned by the Company in 2000 and 2001 that is taxed on
their individual tax returns.

Affiliate Transactions

1t has been the Company's policy that any transaction between the Company and an
officer, director or affiliate, including any future loans between the Company and an officer,
director or affiliate, be on terms no less favorable to the Company than could be obtained from
an unaffiliated third party. Additionally, since March 14, 1995 transactions with affiliates of
the Company have been subject to the approval of a majority of the managers.

Description of the Subordinated Notes

The Notes will be issued under an indenture (the "Indenture”) dated
2003, between the Company and First Community Bank & Trust, as Trustee, a copy of Wthh
is filed as an exhibit to the Offering Statement of which this Offering Circular is a part. The
Indenture will not be qualified under the Trust Indenture Act under claim of exemption for
issuances of $10,000,000 or less. The Trustee will also act as Paying Agent with respect to the
Notes. The following statements are brief summaries of certain provisions of the Indenture and
are subject to, and are qualified in their entirety by reference to, all of the provisions of the
Indenture, including the definitions therein of certain terms. Wherever particular provisions or
defined terms of the Indenture are referred to in this Offering Circular, it is intended that such
provisions or defined terms be incorporated herein by reference.

General

The Notes will be issued in an aggregate principal amount limited to $5,000,000 with
an interest rate of % and a maturity date of , 2011.

The Notes will bear interest from the date of issuance payable semi-annually in arrears
on January 1 and July 1 of each year, commencing July 1, 2003 (for the period from the date of
issuance through June 30, 2003) to the holders of record on the day preceding the interest
payment date. (Sections 2.01, 2.02 and 4.01) The Notes are not convertible into membership
interests or other securities of the Company.

Principal (and premium, if any) and interest will be payable at the office or agency
maintained by the Company for such purpose in Greenwood, Indiana, provided that payment of
interest may be made at the option of the Company by check mailed to the address of the
person entitled thereto as it appears in the register maintained by the Trustee. (Sections 2.03,
2.12 and 4.01)

The Notes will be issued only in registered form in denominations of $1,000, subject to
a minimum initial purchase of $5,000, and any integral multiple thereof. (Section 2.02). At
any time after the execution and delivery of the Indenture and upon the request of the
Company, the Trustee shall authenticate and deliver Notes executed by the Company as
provided in the Indenture. No Note shall be valid or obligatory for any purpose unless so
authenticated. (Section 2.02). The Company may charge a reasonable fee for registering
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transfers of the Notes and the Company may require payment of a sum sufficient to cover any
tax or other governmental charge payable in connection therewith. (Section 2.06)

Subordination of the Notes

The Notes represent unsecured general obligations of the Company. The Notes are
subordinated in right of payment to all Senior Indebtedness of the Company, whether
outstanding as of the date of this Offering or thereafter incurred. Senior Indebtedness is defined
generally in the Indenture to include indebtedness created, incurred, assumed or guaranteed by
the Company for money borrowed other than (i) the Notes, (ii) indebtedness of the Company to
any of its Insiders, as defined in the Indenture, (iii) indebtedness of the Company to any of its
subsidiaries (or from one subsidiary to another), (iv)$2.2 million of 12% subordinated notes
issued in 1995 which are expected to be redeemed from a portion of the net proceeds of the sale
of the Notes, (v) $5 million of subordinated notes issued in 2001 or (vi) indebtedness or
amounts owed for goods, materials or services purchased in the ordinary course of business.
There is no limit on the amount of Senior Indebtedness the Company may incur or have
outstanding at any given time. (Article 6)

Redemption at the Company's Option

The Notes will not be redeemable prior to July 1, 2004. Thereafter, the Notes will be
redeemable at the Company's option as a whole or from time to time in part on not less than 60
nor more than 90 days' notice by mail at 100% of the principal amount plus accrued interest to
the date fixed for redemption (Section 3.01).

No Sinking Fund

No principal payments will be due with respect to the Notes prior to their maturity.
The Indenture does not require, and the Company does not plan to, make any payments to a
sinking fund for either principal or interest other than the Debt Service Reserve Fund described
below.

Redemption at Death

Upon the death of a noteholder, Notes owned by the deceased noteholder may be
tendered to the Company for redemption within sixty (60) days after the date of death. Notes
tendered for redemption under this provision will be redeemed at par plus accrued interest,
provided the Company shall not be obligated to redeem more than $100,000 in Notes under this
provision in any twelve-month period. The Company shall have sixty (60) days to redeem the
Notes. (Section 3.02)

Debt Service Reserve Fund

The Company will establish the Reserve Fund under the Indenture with cash equal to
six (6) months interest on the Notes. The Reserve Fund shall be used to pay principal and
interest on the Notes in the event other monies provided by the Company for such purpose are
insufficient. The Reserve Fund shall be maintained by the Trustee as a separate and distinct
trust fund to be held, managed, invested, disbursed and administered as provided in the
Indenture. The Trustee shall keep and maintain adequate records pertaining to the Reserve
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Fund, and all disbursements therefrom. If the amount in the Reserve Fund is at any time less
than six (6) months interest on the Notes, the Company is required to deposit sufficient monies
with the Trustee to bring the balance equal to six (6) months interest within ninety (90) days.
(Section 4.02)

Upon deposit with the Trustee of monies sufficient to pay all principal of, premium, if
any, and interest on all Notes then outstanding, and upon satisfaction of all claims against the
Company under the Indenture, or upon making of adequate provisions for the payment of such
amounts as permitted by the Indenture, all monies remaining in the Reserve Fund, except
monies necessary to pay principal of, premium, if any, and interest on the outstanding Notes,
shall be remitted to the Company. (Section 4.02)

Certain Covenants

Maintenance of Total Members’ Equity. If the total members’ equity ("Equity") of the
Company is less than $3,500,000 for two (2) consecutive quarters, the Indenture provides for
the engagement of a consultant or financial advisor to assist in increasing Equity. If, after the
consultant’s engagement, the Equity then remains at less than $3,500,000 for four (4) additional
consecutive quarters, the Indenture requires the Company to offer to repurchase ten percent
(10%) of the aggregate principal amount of the Notes then outstanding per fiscal quarter until
such time as the Equity is equal to or greater than $3,500,000.

Offers to repurchase will be at 100% of principal plus interest accrued and unpaid to
the repurchase date. The Notes to be repurchased will be selected by lot and will be
repurchased on the last day of each fiscal quarter the Company is required to redeem such
Notes. (Section 3.03)

Restricted Payments. The Indenture provides that the Company may not make any
distribution or payment on its membership interests or to its members, as members (other than
distributions to members to the extent necessary to pay the members’ respective income tax
liabilities associated with the Company and distributions payable in additional membership
interests), or purchase, redeem or otherwise acquire or retire for value any membership
interests of the Company (collectively, "Restricted Payments") if, at the time of such Restricted
Payment, or after giving effect thereto, (i) a Default or an Event of Default under the Indenture
shall have occurred and be continuing; (ii) the Equity of the Company is or will be, as a result
of such Restricted Payment, less than $3,500,000 or (iii) the aggregate amount expended for
such Restricted Payments (the amount expended for such purposes, if other than in cash, to be
determined by a resolution of the Board of Managers of the Company set forth in an Officers’
Certificate delivered to the Trustee) subsequent to December 31, 2002 shall exceed the sum of
(A) 25% of the aggregate Consolidated Net Income (or, in case such aggregate Consolidated
Net Income shall be a deficit, minus 100% of such deficit) accrued on a cumulative basis
subsequent to December 31, 2001, provided, however, that if Total Member’s Equity shall
exceed $10,000,000 as of the end of any fiscal quarter, the percentage of Consolidated Net
Income earned and used in the calculation after such date shall be 50%, (B) the aggregate net
proceeds, including the fair market value of property other than cash (such fair market value to
be evidenced by a resolution of the Board of Managers of the Company set forth in an Officers’
Certificate delivered to the Trustee), received by the Company from the issue or sale after
December 31, 2002 of membership interests of the Company, including membership interests
of the Company issued upon the conversion of indebtedness of the Company, other than
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membership interests that are redeemable at the option of the holder or are mandatorily
redeemable and (C) $1,000,000; provided, however, that the foregoing shall not prevent the
retirement of any membership interests of the Company by exchange for, or out of proceeds of
the substantially concurrent sale of, other membership interests (other than membership
interests that are redeemable at the option of the holder or are mandatorily redeemable), and
neither such retirement nor the proceeds of any such sale or exchange shall be included in any
computation made under clause (iif) above. (Section 4.07)

Offer to Purchase on Change of Control. Upon the occurrence of a Change of Control
(as defined in the Indenture), the Company must make an offer to repurchase all of the then
outstanding Notes in multiples of $1,000 within thirty (30) days of the Change of Control. This
offer shall be mailed by the Trustee not less than thirty (30) days nor more than forty-five (45)
days before the Redemption Date to the holders of the Notes. The offer shall remain open from
the time of mailing until five (5) days before the Redemption Date.  (Section 3.04)

Annual Reports. The Company must file with the Trustee and the Underwriter internal
audited financial statements no later than 120 days from the end of its fiscal year. Holders of
the Notes may receive copies of such financial statements upon written request by such Holders
to the Underwriter. (Section 4.03)

Payment of Taxes and Other Claims. The Company must pay or discharge, before the
same shall become delinquent, (1) all taxes, assessments and governmental charges levied or
imposed upon it or upon its income, profits or property, and (2) all lawful claims for labor,
materials and supplies which, if unpaid, might by law become a lien upon its property, unless
the same is being contested in good faith by appropriate proceedings. (Section 4.05)

Maintenance of Properties. The Company must cause all of its properties used or
useful in the conduct of its business to be maintained and kept in good condition, repair and
working order and must cause to be made all necessary repairs, renewals, replacements and
improvements thereof, as in the judgment of the Company may be necessary to carry on its
business. However, the Company is not prevented from discontinuing the maintenance and
operation of its properties if the discontinuance is, in the judgment of the Company, desirable in
the conduct of its business and not disadvantageous in any material respect to the holders of the
Notes. (Section 4.06)

Transactions with Affiliates. Neither the Company nor any Subsidiary may enter into a
transaction, loan, advance, capital contribution or transfer with any Affiliate of the Company
unless such transaction is reasonably determined in good faith by the Board of Managers to be
fair and reasonable to the Company or such Subsidiary and not materially adverse to the
interests of a Holder (as defined in the Indenture). (Section 4.10)

Transfer of Material Assets. Neither the Company nor any Subsidiary may sell or
otherwise dispose of any material portion of its property or assets outside the ordinary course of
business unless such transaction is reasonably determined in good faith by the Board of
Managers to be fair and reasonable to the Company or such Subsidiary (including interest in its
Subsidiaries). (Section 4.11)

Restrictions on Merger or Sale. The Indenture provides that the Company may not
merge into or consolidate with another entity or transfer substantially all of its assets to another
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entity unless (i) the surviving company is a U.S. entity, (ii) the surviving company is bound by
all the terms of the Indenture, (iii) no default (as defined below) or Event of Default would
exist as a result of the transaction, and (iv) the consolidated net worth of the surviving entity is
at least equal to the consolidated net worth of the Company immediately prior to such
transaction. (Section 5.01)

Events of Default

Events of default are defined in the Indenture as being: (2) default in payment of any
interest installment due on the Notes and not cured within ten (10) days; (b) default in payment
of principal, or premium, if any; (¢) default in performance of any other covenant in the
Indenture that continues for thirty (30) days after notice to the Company by the Trustee or to
the Company and the Trustee by the holders of 25% in principal amount of the outstanding
Notes; (d) certain events of bankruptcy, insolvency and reorganization of the Company; (e) a
default under any bond, note or other evidence of indebtedness (other than nonrecourse
indebtedness) for borrowed money in excess of $25,000; and (f) a judgment in excess of
$25,000 (or judgments aggregating $250,000 or more) is entered against the Company and such
judgment is not satisfied or appealed (and execution stayed) within sixty (60) days. (Section
7.01)

The Indenture provides that, if an Event of Default shall have happened and be
continuing, either the Trustee or the holders of 25% in principal amount of the Notes then
outstanding may declare the principal of all the Notes to be due and payable immediately.
Upon certain conditions, such declaration may be annulled and past defaults (except, unless
theretofore cured, a default in the payment of principal or premium, if any, or interest on the
Notes) may be waived by the holders of a majority in principal amount of the Notes then
outstanding. (Sections 7.02 and 7.04)

The Indenture contains a provision entitling the Trustee, subject to the duty of the
Trustee during default to act with the required standard of care, to be indemnified by the Note
holders before proceeding to exercise any right or power under the Indenture at the request of
the Note holders. (Section 8.06). The Indenture also provides that the holders of a majority in
principal amount of the outstanding Notes may direct the time, method and place of conducting
any proceeding for any remedy available to the Trustee, or exercising any trust or power
conferred on the Trustee, provided that the Trustee may decline to act if such direction is
contrary to law or if the Trustee determines in good faith that proceeding in the manner directed
would be illegal or would involve it in personal liability or would be unjustly prejudicial to the
holders of the Notes not consenting. (Section 7.05)

The Indenture provides that no Note holder may institute any action against the
Company under the Indenture (except actions for payment of overdue principal, interest or any
premium) unless such Note holder previously shall have given to the Trustee written notice of
default and continuance thereof, and unless the holders of at least 25% in principal amount of
Notes then outstanding shall have requested the Trustee to institute such action and shall have
offered the Trustee reasonable indemnity, the Trustee shall not have instituted such action
within 60 days of such request and the Trustee shall not have received directions inconsistent
with such written request by the holders of not less than 50% in aggregate principal amount of
the Notes then outstanding. (Section 7.06)
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The Indenture requires the Company to file annually with the Trustee a certificate either
stating the absence of any default or specifying any default that may exist, and deliver to the
Trustee within ten (10) days of the occurrence thereof, notice of any default described in clause
(c) of the events of Default above. (Section 4.03). The Indenture provides that the Trustee
shall, within sixty (60) days after the occurrence of a default, give to the holders of the Notes
notices of all uncured defaults known to it; provided that, except in the case of a default in the
payment of principal or premium, if any, or interest on any of the Notes, the Trustee shall be
protected in withholding such notice if the Trustee in good faith determines that withholding
such notice is in the interest of the holders of the Notes. The term "Default” for the purpose of
this provision shall mean the happening of any Events of Default specified above excluding any
grace periods. (Section 8.05)

Modification of the Indenture

The Indenture contains provisions permitting the Company and the Trustee with the
consent of the holders of 66 2/3% in principal amount of the outstanding Notes, to execute
supplemental indentures adding any provisions to or changing or eliminating any of the
provisions of the Indenture or modifying the rights of the Note holders, except that, without the
consent of the holders of all outstanding Notes, no such supplemental indenture may (i) extend
the stated maturity of any Note, or reduce the rate or extend the time of payment of interest
thereon or reduce the principal amount thereof or premium thereon, or the amount payable
thereon in the event of acceleration or the amount thereof payable in bankruptcy, or (ii) reduce
the aforesaid percentage of Notes, the holders of which are required to consent to any such
supplemental indenture. (Section 10.02)

Satisfaction and Discharge of Indenture

The Company may terminate its obligations, with certain exceptions, under the
Indenture: (i) if all Notes previously authenticated and delivered (other than destroyed, lost or
stolen Notes which have been replaced or paid) have been delivered to the Trustee for
cancellation and the Company has paid all sums payable by it under the Indenture; or (ii) if the
Notes not already delivered to the Trustee for cancellation have matured or will mature within
one year or all of them are to be called for redemption within one year under arrangements
satisfactory to the Trustee for giving notice of redemption and the Company irrevocably
deposits in trust with the Trustee money or United States government obligations sufficient to
pay principal of and interest on the Notes to maturity or redemption, as the case may be, and to
pay all sums payable to the Trustee under the Indenture. (Section 9.01)

Defeasance

If the Company shall deposit with the Trustee, in trust, at or before maturity, money or
United States government obligations in such amounts and maturing at such times that the
proceeds of such obligations to be received upon the respective maturities and interest payment
dates will be sufficient, in the opinion of the Trustee, to pay the principal of and interest to
maturity, or to the redemption date, as the case may be, with respect to the outstanding Notes
to be paid or redeemed, as such principal and interest become due (provided that, if the Notes
are to be redeemed prior to the maturity thereof, notice of such redemption shall have been
given as provided in the Indenture or provisions satisfactory to the Trustee shall have been
made for the giving of such notice), then all liability of the Company under the Indenture and in
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respect of the Notes (other than certain specified provisions such as those relating to transfers
and exchanges, registrars and paying agents and payment of the Trustee's fees and expenses)
shall cease to be of further effect, and the holders thereof shall thereafter be entitled to payment
out of the money or securities deposited with the Trustee as aforesaid, unless the Company's
obligations are revived and reinstated because the Trustee is unable to apply such trust fund by
reason of any legal proceeding, order or judgment. (Sections 9.01, 9.02, and 9.04)

Transfer Agent and Registrar
The Transfer Agent and Registrar for the Notes is the Trustee.

Plan of Distribution

Indiana Securities, LLC, 1705 North Meridian Street, Indianapolis, Indiana 46202, (the
"Underwriter"), has agreed, subject to the terms and conditions of the Placement Agent
Agreement (a copy of which is filed as an exhibit to the Offering Statement of which this
Oftering Circular is a part), to place the Notes for the Company on a best efforts, minimum-
maximum basis. The Underwriter has the right, pursuant to the Placement Agent Agreement,
to establish co-agency relationships with other underwriters or dealers for purposes of obtaining
subscriptions for the Notes and may allow a commission equal to up to 4.5% of the aggregate
principal amount of the Notes sold by such co-agents. No underwriter intends to sell Notes to
any discretionary accounts.

Proceeds from this offering will be deposited by noon of the next business day after
receipt in an escrow account established with First Community Bank & Trust, for the benefit of
the subscribers. If the minimum number of Notes (at least $2,650,000 in Notes) has not been
sold on or before the Termination Date, subscribers will promptly receive a refund of their
subscription. In addition, subscribers will receive a pro rata share of any interest earned on the
escrow account less a pro rata share of the fees and expenses of the escrow agent (such fees and
expenses may only be deducted from interest). The escrow agent may invest the proceeds
received by it in short term United States Government obligations or short-term certificates of
deposit issued by any bank, including the escrow agent if competitive. The Company has
agreed to hold the escrow agent harmless from any and all liability regarding the administration
of the escrow account and, if the interest earned thereon is insufficient, to pay the fees and
expenses of the escrow agent.

If subscriptions for the minimum of $2,650,000 of Notes are received and accepted by
the Termination Date, the Offering may be continued until all of the Notes are sold or the
Company decides to terminate the Offering. The Company will pay the Underwriter a
commission equal to 5.5% of the aggregate principal amount of the Notes sold, plus a
structuring fee earned at the rate of $20,000 per $1,000,000 of Notes sold. The Company has
also agreed to reimburse the Underwriter for certain accountable out-of-pocket expenses
incurred by the Underwriter in connection with this offering in an amount not to exceed
$49,000.

The offer and sale of the Notes are being registered in Indiana and certain other states.

Only residents of states in which the Notes have been registered will be permitted to purchase
the Notes. Purchases of Notes by persons affiliated with the Company will not be counted for
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purposes of determining whether the minimum contingency has been met. Further, any
purchases by affiliated persons must be made for investment purposes only, and not with the
view toward the redistribution of the Notes.

The Placement Agent Agreement provides for reciprocal indemnification and
contribution between the Company and the Underwriter and their respective controlling persons
against certain liabilities in connection with the Offering Statement of which the Offering
Circular is a part, including liabilities under the Securities Act of 1933 (the "Act"), as
amended.

In so far as indemnification for liabilities arising under the Act may be permitted to
directors, officers and controlling persons of the Company pursuant to the foregoing provisions,
or otherwise, the Company has been advised that in the opinion of the Securities and Exchange
Commission such indemnification is against public policy as expressed in the Act and is,
therefore, unenforceable.

In the event that a claim for indemnification against such liabilities (other than payment
by the Company of expenses incurred or paid by a director, officer or controlling person of the
issuer in the successful defense of any action, suit or proceeding) is asserted by such director,
officer or controlling person in connection with the Notes, the Company will, unless in the
opinion of its counsel the matter has been settled by controlling precedent, submit to a court of
appropriate jurisdiction the question whether such indemnification by it is against public policy
as expressed in the Act and will be governed by the final adjudication of such issue.

The issuance of the Notes is subject to certain conditions, including the conditions that
no stop order suspending the qualification of this Offering Statement is in effect, no proceedings
for such purpose are pending before or threatened by the Securities and Exchange Commission,
that there has been no material adverse change in the condition of the Company from that set
forth in the Offering Statement and that subscriptions for the minimum number of Notes have
been received by the Termination Date.

Validity of the Notes

The validity of the Notes being offered hereby is being passed upon for the Company
by C. Richard Davis of Indianapolis, Indiana, and for the Underwriter by Henderson, Daily,
Withrow & DeVoe, Indianapolis, Indiana. C. Richard Davis is a Director, Executive Vice
President and Chief Financial Officer of Davis Holding Corporation, the managing member of
the Company and is also a limited partner (with a 32.9% interest) of Davis Investments, L.P.,
which owns 99% of the Company. Henderson Daily also generally provides legal services to
First Community Bank & Trust which will serve as both Trustee and Escrow Agent.

Independent Accountants
The financial statements as of December 31, 2001, and 2000 and for each of the two
years in the period ended December 31, 2001, included in this Offering Circular, were

prepared in accordance with generally accepted accounting principles (GAAP) in the United
States. In 2002 the Company retained Katz, Sapper & Miller, LLP, as the Company’s
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independent accountants. The financial statements as of and for the nine month periods ended
September 30, 2002 and 2001, included in this Offering Circular, were prepared in accordance
with GAAP in the United States and have been reviewed by Katz, Sapper & Miller, LLP, as
stated in their report dated January 13, 2003 appearing herein.

Additional Information

The Company has filed with the Securities and Exchange Commission an Offering
Statement under Regulation A of the 1933 Securities Act, with respect to securities offered
hereby. This Offering Circular does not contain all of the information set forth in the Offering
Statement and the exhibits thereto. For further information with respect to the Company and
the securities offered hereby, reference is hereby made to the Offering Statement and the
exhibits filed therewith, which may be obtained from the principal office of the Commission in
Washington, D.C., upon payment of the fees prescribed by the Commission.

The Offering Statement may be inspected without charge at the Commission’s principal
office at 450 5th Street, N.W., Washington, D.C.

Glossary of Terms

"Affiliate" means a person who, directly or indirectly, controls, is controlled by, or is
under common control with the person specified herein.

"Cash Flow" means the Company's earnings that are derived from its normal
operations, exclusive of extraordinary and nonrecurring items, less interest and dividends, plus
certain noncash charges against earnings such as depreciation, depletion and amortization,
determined according to generally accepted accounting principles.

"Control" means the power to direct or influence the direction of the management or
policies of a person, directly or indirectly, through the ownership of voting securities, by

contract or otherwise.

"Davis Family" collectively means Charles R. Davis, C. Richard Davis, Bradley C.
Davis and Michael B. Davis.

"Empty Nester” means a person whose children are no longer living in the home.

"Equity Securities" means membership interests or similar securities and convertible
securities, warrants, options or rights that may be converted into, or exercised to purchase,
membership interests or similar securities.

"First Time Home Buyer" means a person who has not previously owned a home.

"First and Second Time Move-up Buyer" means a person who has previously owned a

home (or more than one home) who is seeking a new, more expensive and generally larger
home.
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"Person" means an individual, corporation, limited liability company, partnership,
association, joint-stock company, trust, unincorporated organization, government or political
subdivision of government, or any other legal entity.
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No dealer, salesman, or any other person has been
authorized to give any information or to make any
representation not contained in this Offering Circular
in connection with the offer made by this Offering
Circular; and, if given or made, such information or
representation must not be relied upon as having
been authorized by the Company or any underwriter.
This Offering Circular does not constitute an offer of
any securities, other than those to which it relates, or
an offer or solicitation by anyone in any jurisdiction in
which such offer or solicitation is not authorized, or
an offer to sell or a solicitation of an offer to buy to
any person in any jurisdiction where such an offer
would be unlawful. Neither delivery of this Offering
Circular nor any sale made hereunder shall under
any circumstances create an implication that
information contained herein is correct as of any time
subsequent to the date hereof.
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DAVIS HOMES, LLC
CONSOLIDATED BALANCE SHEETS

December 31, 2001 and 2000

(in thousands)

ASSETS 2001 2000

Cash and equivalents S 187 S 405
Restricted cash 1,240 1,298
Homes, land and construction in progress 66,916 57,541
Building materials inventory 1,482 1,918
Land and lot deposits 3,676 2,763
Amounts due from related parties 1,414 591
Prepaid expenses and other assets 6,709 3,654
Property, plant and equipment, net 4,100 4,541
Total assets $85,724 $72,711

LIABILITIES AND MEMBERS’ EQUITY

Accounts payable $10,129 $8,035
Accrued Expenses and other liabilities 6,178 3,741
Customer deposits 1,237 1,108
Noteg payable and other obligations 54,453 50,262
Notes payable to related parties 100 100
Total liabilities $72,097 $63,246
Minority interests S - S 117
Members’ Equity:
Paid-in capital $5,469 $5,469
Accumulated other comprehensive income (loss) (526) -
Accumulated equity 8,684 3,879
Total members’ equity $13,627 $9,348
Total liabilities and members’ equity $85,724 $72,711

The accompanying notes are an integral part of these consolidated financial statements.




DAVIS HOMES, LLC
CONSOLIDATED STATEMENTS OF INCOME

December 31, 2001 and 2000

(in thousands)

2001 2000

Home sales $177,853 $138, 755
Lot Sales - 45
Total sales revenue 177,853 138,800
Cost of sales 145,109 117,324
Gross Profit 32,744 21,476
Other operating revenue, net 648 766
33,392 22,242

Selling expenses 14,481 9,590
General and administrative expenses 10,333 9,212
Income from operations 8,578 3,440
Interest expense 1,235 1,245
Minority interests 139 40
Net income $ 7,204 $ 2,155

The accompanying noteg are an integral part of these consclidated financial statements.
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DAVIS HOMES, LLC

CONSOLIDATED STATEMENTS OF CASH FLOWS

December 31, 2001 and 2000

(in thousands)

Operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by (used for)operating activities:
Depreciation
Minority interests
Write-down of land held for development
Loss from sale of property, plant and eguipment
Changes in operating assets and liabilities:
Homes, land and construction in progress
Building materials inventory
Land and lot deposits
Amounts due from related parties
Prepaid expenses and other assets
Accounts payable
Accrued expenses and other liabilities
Customexr deposits

Net cash provided by (used for) operating
Activities

Investing activities:
Acquisition of property, plant and equipment
Proceeds from the sale of property, plant and
Equipment

Net cash used for investing activities

Financing activities:

Proceeds from construction and development
Borrowings

Repayment of construction and development
Borrowings

Payments under capital lease obligation

Distributions to minority interests

Distributions to members

Net cash provided by financing activities

Net increase (decrease) in cash and
Equivalents

Cash and equivalents, beginning of period

Cash and equivalents, end of period

2001 2000
s 7,204 $ 2,155
985 980
139 40
231 200

8 2
{9,375) 1,605
436 894
(913) (1,395)
(823) (49)
(3,180) (437)
2,094 {2,957)
1,863 (479)
129 (28)
(1,202) 541
(621) (1,601)
69 90
(552) (1,511)
$206,410 $144,026
(202,141) (138,612)
(78) {(71)
(256) (202)
(2,399) (3,887)
1,536 1,254
(218) 284
405 121
$ 187 $ 405

The accompanying notes are an integral part ¢f these consolidated financial statements.
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DAVIS HOMES, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2001 and 2000

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business: Davis Homes, LLC is principally engaged in the construction of
single-family homes for entry-level and first and second time move-up buyers in the
Indianapolis metropolitan area and the development of land for residential home
sites.

In addition, Davis Homes, LLC provides apartment management, construction management
and development services to other entities.

Principles of Consolidation: The consolidated financial statements include the
accounts of Davis Homes, LLC and its subsidiary operating companies (the "Company"),
including Davis Financial Services, LLC. All significant intercompany accounts and
transactions have been eliminated in consolidation.

The Company consolidates entities in which it has a significant ownership interest
and management control is exercised by the Company over the operations of those
entities.

Revenue Recognition: Home and lot sales are recognized at closing, when title
passes to the buyer. The Company’'s homes are generally offered for sale in advance
of their construction. To date, the Company’s homes have been generally sold
pursuant to standard purchase agreements entered into prior to commencement of
construction. The Company’s standard form purchase agreement for homes requires the
customer to make an earnest money deposit prior to commencement of construction.
This deposit may range from a nominal amount for an FHA or VA financed purchase to
2% to 3% of the purchase price for a buyer using conventional financing.

Other operating revenue primarily includes: (i} fees received for the performance of
construction management or development services for apartment complexes owned by
partnerships partially owned by a related party, or in which the Company serves as
the general partner (one in 2001, two in 2000); (ii) fees received for the
performance of accounting and property management services for apartment complexes
partially owned by a related party (eight in 2001 and 2000) or for which the Company
is the general partner; and (iii) loan origination fees and discount points charged
to homebuyers of non-Company-built homes by the mortgage brokerage subsidiary of the
Company .

Homes, Land and Construction in Progress and Cost of Sales: Homes, land and
construction in progress are carried at cost, which is less than net realizable
value, and includes land, land development, direct and other construction costs,
capitalized interest and real estate taxes.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

At the time of residential home closings, cost of sales is charged with the actual
construction costs incurred and an estimate of unbilled costs at the time of closing
plus an allocation of land and land development, capitalized interest, real estate
taxes and capitalizable common costs, based on the relative sales value method of
accounting. At the time of lot sale closings, cost of sales is charged with an
allocation of the total estimated costs of land and land development, capitalized
interest, real estate taxes and other capitalizable common costs based on the
relative sales value method of accounting. Changes in the estimates of total costs
to be incurred on land development projects, including changes in assumptions with
respect to interest rates, will impact the cost of sales allocated to future lot
sales. Significant increases in these estimated costs or interest rates will
increase cost of sales and decrease gross margin in the event the Company is unable
to pass these increases through to the buyer. The Company provides a warranty of
workmanship and materials with each of its homes. BAccordingly, a warranty reserve,
based on the Company’s historical experience, is established as home sales are
closed. This reserve is reduced by the cost of subsequent work performed.

Interest Capitalization: Interest is capitalized to qualifying real estate
inventories as incurred, in accordance with Statement of Financial Accounting
Standards ("SFAS") No. 34, Capitalization of Interest Cost, and charged to cost of
sales as revenue from home sales or lot sales is recognized.

Building Materials Inventory: Inventories are stated at the lower of cost or
market. Costs are determined under the weighted average of cost method.

Property, Plant and Equipment: Property, plant and equipment are carried at cost
less accumulated depreciation and are principally depreciated using accelerated
methods over the estimated useful lives of the assets. Significant additions and
improvements are capitalized, while expenditures for maintenance and repairs are
charged to operations as incurred. The cost and accumulated depreciation of
property sold or retired are removed from the respective accounts and the resultant
gains or losses, if any, are included in current operations. The Ccmpany reviews
long-lived assets for impairment annually or whenever events or changes in
circumstances indicate their carrying value may not be recoverable.

Derivative Instruments and Hedging Activities: The Company has entered into two
derivative transactions principally to protect against risk of interest rate
movements. The Company does not engage in speculative derivative transactions for
trading purposes. Derivative financial instruments involve, to a varying degree,
elements of market risk not recognized in the consolidated financial statements.
Market risk related to derivative transactions entered into to protect against
changes in interest rates is mitigated by the Company’s use of (pay-fixed rates,
receivable variable rate) derivative instruments.

Derivative financial instruments also involve a level of credit risk. Such risk is
primarily related to the possibility of nonperformance by the counterparties
involved in the derivative transactions. The Company mitigates the risk of such
nonperformance through its selection criteria for counterparties. The Company uses
reputable financial institutions with high credit ratings as counterparties.

The Company had two interest rate swap agreements at December 31, 2001 (one at
December 31, 2000) with notional amounts of $5,000,000 each. Under terms of the
respective agreements, the Company pays 9.67% and 8.41%, through October 31, 2003
and February 9, 2004, respectively and receives a variable rate.

When the Company enters into a derivative contract, it designates the derivative as
a hedge of the variability of cash flows that are to be received or paid in
connection with a recognized asset or liability (a "cash flow" hedge). Changes in
the fair value of a derivative that is highly effective and that is designated and
qualifies as a cash flow hedge are recorded in other comprehensive income or loss.

6



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Ceompany documents the relationships between hedging instruments and hedged
items, as well as its risk-management objective and strategy for undertaking various
hedge transactions. This process includes linking all derivatives that are
designated as cash flow hedges to specific assets and liabilities on the balance
sheet. The Company also assesses (both at the hedge’s inception and on an ongoing
basis) whether the derivatives that are used in hedging transactions have been
highly effective in offsetting changes in the cash flows of hedged items and whether
those derivatives may be expected to remain highly effective in future periods.

When it is determined that a derivative is not (or has ceased to be) highly
effective as a hedge, the Company discontinues hedge accounting prospectively.

In all situations in which hedge accounting is discontinued and the derivative
remains outstanding, the Company will carry the derivative at its fair wvalue on the
balance sheet, recognizing changes in the fair value in the statement of income
currently.

Use of Estimates: The preparation of financial statements in accordance with
generally accepted accounting principles reguires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

NOTE 2 - CASH AND EQUIVALENTS AND RESTRICTED CASH

For purposes of reporting cash flows, the Company considers all highly liquid
investments with an original maturity of three months or less to be cash
equivalents. Cash eguivalents consist primarily of overnight investments, the cost
of which approximates market value. At December 31, 2001 and 2000, restricted cash
includes escrow deposits of 3$460,000 and $574,000, respectively, $405,000 and
$349,000, regpectively, that is restricted pursuant to the Subordinated Note trustee
agreement, and $375,000 at December 31, 2001 and 2000 that is restricted pursuant to
a compensating balance arrangement with a lender.

NOTE 3 - NEW ACCOUNTING STANDARDS

The Company adopted Statement of Financial Accounting Standards (SFAS) No. 133,
Accounting for Derivative Instruments and Hedging Activities, as amended effective
January 1, 2001. As a result of the adoption of SFAS No. 133, the Company
recognizes all derivative financial instruments in the consolidated financial
statements at fair value. Changes in the fair value of the instruments are either
recognized pericdically in earnings or in members’ equity as a component of other
comprehensive income depending on whether the instruments qualify for hedge
accounting. Changes in fair values of instruments not qualifying for hedge
accounting are reported in the statement of income. Prior to 2001, unrealized gains
or losses on derivative instruments used for hedging losses on derivative
instruments were generally not regquired to be reported in the consolidated financial
statements. .

While the adoption of SFAS No. 133 did not have a material impact on the Company’s
operations, it resulted in a $145,000 loss to be recorded in other comprehensive
income at January 1, 2001. For the year ended December 31, 2001 losses on cash flow
hedges were charged to other comprehensive income of approximately $381,000. At
December 31, 2001, the Company’s accumulated comprehensive loss on interest rate
swaps was approximately $526,000.

For 2001 the Company recognized interest expense of approximately $48,000 for the
total ineffective portion of the interest rate swaps.
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NOTE 4 - HOMES, LAND AND CONSTRUCTION IN PROGRESS

Homes, land and construction in progress are summarized as follows (in thousands) :
December 31,

2001 2000
Homes and related lots in production $36,934 $26,245
Residential land and development costs 16,771 21,833
Model homes 4,422 3,792
Spec homes available for sale 8,185 4,877
Commercial land and development costs 604 794
$66,916 $57,541

Capitalized interest included in real estate inventories at December 31, 2001 and
2000 aggregated approximately $2.1 million.

NOTE 5 - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are carried at historical cost and are summarized as

follows (in thousands): December 31,
2001 2000
Land $ - 8 _
Leasehold improvements $1,975 $ 1,636
Building under capital lease 360 360
Vehicle 116 218
Equipment and furniture 1,967 2,637
Model home furniture 3,945 3,786
8,363 8,637
Less: Accumulated depreciation (4,263) (4,096)
Total Property, Plant and Equipment 54,100 $ 4,541

Depreciation expense for the years ended December 31, 2001 and 2000 aggregated
$985,000 and $990,000, respectively.

NOTE 6 - NOTES PAYABLE AND OTHER OBLIGATIONS

Notes payable and other obligations are summarized as follows (in thousands):
December 31,

2001 2000
Real estate and construction loans from banks $45,020 $45,350
Subordinated notes 7,200 2,200
Building materials loan 2,000 2,000
Building capital lease obligation 133 212
Other indebtedness 100 500
$54,453 550,262

Real estate and construction loans consist of land, land development and
construction loans from financial institutions. These loans bear interest at annual
rates ranging from prime to 1.0% over prime, which was 5% and 9% at December 31,
2001 and 2000, respectively, and are normally repaid through application of agreed
upon amounts from the proceeds of lot and home closings. The locan agreements
include customary representations and covenants, including completion guarantees on
land development projects. Outstanding indebtedness under these facilities is
secured by liens on the Company’s real estate inventories. The home construction
loan agreements with these financial institutions allow the Company to borrow up to
$84.5 million to finance the construction of homes. Under these agreements, $37.5
million was borrowed at an average rate of 5% at December 31, 2001.

8
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NOTE 6 - NOTES PAYABLE AND OTHER OBLIGATIONS (CONTINUED)

On February 10, 1995, the Company offered for sale $5,000,000 of subordinated notes
(the "Notes") via an offering filed on Form 1-A with the Securities and Exchange
Commission. On March 14, 1995, and May 12, 1995, the Company closed on the sale of
$3.7 million and $1.3 million, respectively, of these Notes, receiving proceeds of
$3.4 million and $1.2 million, respectively (net of underwriting commissions and
expenses of these offerings). These Notes bear interest at a weighted average
interest rate of 11.6% and are subordinated to the Company’s third-party debt. The
Company repaid $1.2 million of these Notes in 1998, $1.6 million of these Notes in
2000, and $2.2 million mature on January 1, 2005.

On September 11, 2001, the Company offered for sale $5,000,000 of subordinated notes
{the "Notes") via an offering filed on Form 1-A with the Securities and Exchange
Commission. On September 27, 2001, Octcocber 26, 2001 and November 14, 2001, the
Company closed on the sale of approximately $3.9 million, $700,000 and $400,000,
respectively of these Notes. The Company received proceeds of approximately $3.6
million, $600,000 and $370,000, respectively. These Notes bear interest at a
weighted average rate of 10.75% and are subordinated to the Company’s third-party
debt. The Notes mature on June 30, 2006 and 2008 in equal installments of $2.5
million. The fair market value of the Notes, estimated using rates currently
available to the Company for debt with similar terms and maturities, is not
significantly different from book value at December 31, 2001.

The building materials loan is secured by a lien on the Company'’s building materials
inventory and bears interest at prime. Other indebtedness consists of various
borrowings and other obligations.

In 1998, the Company entered intc a five-year lease of a building for use in its
construction operatiocns. The terms of the lease provided the Company with a
purchase option on the building on each anniversary date of the lease inception.
Subsequent to December 31, 2001, the Company initiated the purchase option for the
building at a cost of approximately $698,000.

Additionally, one of the beneficial owners of the Company has personally guaranteed
loans of the Company aggregating $12.9 million and $19.1 million at December 31,
2001 and 2000, respectively.

Scheduled maturities of notes payable and other obligations (including capital lease
obligations) are as follows (in thousands):

Year Ended
December 31

2002 547,153
2003 -
2004 -
2005 2,200
Thereafter 5,100
Total $54,453

During the years ended December 31, 2001 and 2000, the Company paid $5.5 million and
$5.8 million, respectively, for interest, including amounts capitalized of $4.3
million and $4.6 million, respectively.

NOTE 7 - INCOME TAXES

Davis Homes, LLC, a limited liability company, is generally not responsible for
income taxes, as its members are taxed for their respective shares of the Company’s
taxable income at their individual income tax rates. Historically, the Company has
made distributions to the members to enable them to pay the taxes on this income.
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NOTE 8 - MINORITY INTERESTS

During December 31, 2000, the Company was acting as general partner with ownership
interests of 50% in two limited partnerships formed to acquire and develop certain
land for the sale of lots. One partnership was formed in 1994 and one in 1996.
Income from the limited partnerships’ operations was allocated to the general and
limited partners based on the relative ownership interests, as outlined in the
respective partnership agreements. During the year, these partnerships ceased
operations with the sale of remaining lots. Distributions with respect to the
limited partnerships were paid as outlined in the respective agreements.

A reconciliation of the minority interests account balance as of December 31, 2001
and 2000 is as follows {in thousands):

Minority interests in net assets at December 31, 1999 $ 279
Interest in 2000 net income of the partnerships 40
Distributions during 2000 (202)
Minority interests in net assets at December 31, 2000 117

Interest in 2001 net income of the partnerships 139
Distributions during 2001 {256)
Minority interestgs in net asgets at December 31, 2001 $ -

NOTE S - RELATED-PARTY TRANSACTIONS
Related party debt is comprised of a demand note of $100,000, with an annual
interest rate of 12%, which was entered into between the Company and an in-law of
one of the beneficial owners in September 1924.

Aamounts due from related parties is summarized as follows (in thousands):

December 31,

2001 2000

Construction fee receivable S 311 $ 365
Advances 1,103 226
$1,414 591

Amounts due from related parties as shown on the balance sheet represents amounts
due from the beneficial owners of the Company or entities affiliated with these
owners. As of December 31, 2001, amounts due from related parties include
$1,103,000 of advances and $311,000 for construction management services to
partnerships partially owned by a related party. Included in prepaid expenses and
other assets are investments in affiliates of $329,000 and $356,000, respectively at
December 31, 2001 and 2000.

On October 21, 1897, the Company renewed an operating lease agreement with a limited
partnership, in which each of the beneficial owners of the Company has an ownership

interest, to lease office space for a term of five years, with an option to renew
for five additional years. Lease payments were $364,000 in 2001.

10
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NOTE S - RELATED PARTY TRANSACTIONS (CONTINUED)

Other operating revenue includes approximately $406,000 and $390,000 in 2001 and
2000, respectively, for fees received in connection with managing the operations of
apartment complexes (eight in 200 and seven in 2000), for which the Company or one
of the beneficial owners of the Company serves as the general partner (three of
which are owned by limited partnerships in which the beneficial owners of the
Company have aggregate ownership interests of 90%, 48.5% and 1.9%). Other operating
revenue also includes approximately $155,000 and $217,000in 2001 and 2000,
respectively, related to the performance of construction management services for
apartment complexes owned by limited partnerships in which the Company serves as the
general partner {(one in 2001 and 2000).

NOTE 10 - EMPLOYEE BENEFIT PLAN

The Company has a retirement savings and profit-sharing plan for its employees which
allows participants to make contributions by salary reduction pursuant to Section
401 (k) of the Internal Revenue Code. Emplovee contributions are matched by the
Company at the rate of 50 cents per dollar up to 5% of total compensation. 1In
addition, the Company may contribute a discretionary amount out of current or
accumulated net income. Employees vest immediately in their contribution and vest
in the Company contributions over a service period of five years. The Company’s
expenses for the plan were $186,000 and $191,000 in 2001 and 2000, respectively.

NOTE 11 - COMMITMENTS AND CONTINGENCIES

Operating Leases: The Company leases its office space (from a related party) and
certain equipment (from unrelated third parties) under noncancellable operating
leases that expire at various dates through 2007. Rent expense under such leages
aggregated $726,000 and $677,000 for the years ended December 31, 2001 and 2000,
respectively.

Minimum annual rental commitments under noncancellable operating leases are as
follows (in thousands) :

Year Ending
December 31

2002 $502
2003 477
2004 70
2005 52
Thereafter 29
$1,130
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NOTE 11 - COMMITMENTS AND CONTINGENCIES (CONTINUED)

Other Commitments: The Company has entered into several agreements with various
independent developers whereby it must purchase 1,566 residential building lots in
various subdivisions. The lots range in price from $24,000 to $64,000. Together,
the agreements required advance deposits of $3,295,000 and letters of credit
totaling $100,000.

The deposits will be returned upon purchase of the last lots or credited against the
price of the lots, depending on the terms of agreement. All of the agreements have
been entered into without recourse to the Company. The agreements include certain
restrictions, the most significant of which requires the Company to purchase a
minimum number of lots each calendar month.

At December 31, 2001, the Company was required to make purchases as follows:

Year Ending Number of
December 31, Lots
2002 744
2003 447
2004 147
2005 84
2006 70
Thereafterxr 74
1,566

In the normal course of business and pursuant to certain locan agreements and
arrangements with certain municipalities, the Company guarantees completion of
subdivision development work.

During 2000, the Company executed a sale-leaseback transaction for 37 model homes
with a financial institution in accordance with the Master Sale and Rental
Agreement. Total sales proceeds were approximately $5.7 million with a related
model home cost of approximately $4.8 million. In connection with the sale the
Company has a note receivable from the financial institution of approximately
$600,000 payable upon completion of the lease term for each home, generally ranging
from 12 months to 36 months. The note bears interest at LIBOR plus 4.5%. The cash
proceeds upon closing were used to pay down Company debt.

For the years ended December 31, 2001 and 2000 the Company recognized approximately
$250,000 and $200,000, respectively of income. The remaining gain on sale is
deferred and is being amortized to income based on the remaining lease term of the
model homes. The Company generally expects to lease the model homes for periods
ranging from 12 to 36 months depending on completion of the respective development.
Total annual lease commitment under terms of Master Sale and Rental Agreement for
the year ending December 31, 2002 are approximately $500,000.

The Company is involved in various routine legal proceedings incidental to the
conduct of its business. Management believes that none of these legal proceedings
will have a material adverse impact on the financial condition, results of
operations or cash flows of the Company.
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CERT|FIED PUBLIC ACCOUNTANTS AND CONSULTANTS

Independent Accountants’ Review Report

To the Members of
Davis Homes, LLC

We have reviewed the accompanying consolidated balance sheets of Davis
Homes, LLC (a corporation) as of September 30, 2002 and 2001, and the
related consolidated statements of income, changes in members’ equity and
cash flows for the nine months ended September 30, 2002 and 2001, in
accordance with Statements on Standards for Accounting and Review
services issued by the American Institute of Certified Public
Accountants. All information included in these consolidated financial
statements is the representation of the management of Davis Homes, LLC.

b review consists principally of inquiries of Company personnel and
analytical procedures applied to financial data. It i1s substantially
less in scope than an audit in accordance with auditing standards
generally accepted in the United States, the objective of which is the
expression of an opinicn regarding the consclidated financial statements
taken as a whole. Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that
should be made to the accompanying consolidated financial statements in
order for them to be in conformity with accounting principles generally
accepted in the United States.

As discussed in Note 3 to the consolidated financial statements, the
Company changed its method of accounting for derivative investments and
hedging activities in 2001.

K, )é,,WaW, F 0

KATZ, SAPPER & MILLER, LLP
Certified Public Accountants

Indianapolis, Indiana
January 13, 2003
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DAVIS HOMES, LLC
CONSOLIDATED BALANCE SHEETS

September 30, 2002 and 2001

(in thousands)

ASSETS 2002 2001

Cash and equivalents-Note 2 $ 108 § 632
Restricted cash-Note 2 1,081 886
Homes, land and construction in progress-Note 4 68,954 78,316
Building materials inventory 1,496 1,847
Land and lot deposits 3,556 3,995

- Amounts due from related parties-Note 9 1,797 852
Prepaid expenses and other assets 7,743 6,470
Property, plant and equipment, net-Note 5 4,160 4,154
Total Assets $ 88,895 $ 97,152

LIABILITIES AND MEMBERS’ EQUITY

Accounts payable $ 12,252 § 11,441
Accrued expenses and other liabilities-Note 3 5,717 4,825
Customer deposits 1,679 1,902
Notes payable and other obligations-Note 6 57,649 70,110
Notes payvable to related parties - 100

Total Liabilities 77,297 88,378
Minority interests-Note 8 - 28

Members’ Equity:

Paid-in capital 5,469 5,469
Accumulated earnings 6,668 3,803
Accumulated other comprehensive (loss) (539) (5286)
Total Members'’ Equity 11,598 8,746
Total Liabilities and Members’ Equity $ 88,895 $ 97,152

See Accompanying Independent Accountants’ Review Report and Notes to Consolidated Financial Statements.
2
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DAVIS HOMES, LLC
CONSOLIDATED STATEMENTS OF INCOME

Nine Months Ended September 30, 2002 and 2001

(in thousands)

2002 2001
Home sales $124,540 $108, 086
Lot sales 56 26
Total sales revenue 124,596 108,112
Cost of sales 103,409 89,607
Gross profit 21,187 18,505
Other operating revenue, net 582 563
21,769 19,068
Selling expenses 11,446 9,326
General and administrative expenses 7,041 7,116
Income from operations 3,282 2,626
Interest expense 706 915
Minority interests 49 12
Net Income $ 2,527 $ 1,699

See Accompanying Independent Accountants’ Review Report and Notes to Consolidated Financial Statements.
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DAVIS HOMES, LLC
CONSOLIDATED STATEMENTS OF CASH FLOWS

Nine Months Ended September 30, 2002 and 2001

(in thousands)

2002 2001
Operating activities
Net income S 2,527 S 1,699
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Depreciation 883 818
Minority interests 49 12
Loss from sale of property, plant and equipment 67
Changes in operating assets and liabilities:
Homes, land and construction in progress (2,038) (20,775)
Building materials inventory (14) 71
Land and lot deposits 120 (1,232)
Amounts due from related parties (383) (261)
Prepaid expenses and other assets (1,034) (2,816)
Accounts payable 2,123 3,406
Accrued expenses and other liabilities (474) 558
Customer deposits 442 794
Net cash provided by (used in) operating
activities 2,268 (17,726)
Investing activities
Change in restricted cash 159 412
Acquisition of property, plant and equipment (1,143) (431)
Net cash used in investing activities (984) (19)
Financing activities
Proceeds from construction loans and other 114,273 147,582
Repayment of construction loans and other (111, 044) (127,734)
Distributions to minority interests (49) {(101)
Distributions to members (4,543) (1,775)
Net cash provided by (used in) financing
activities (1,363) 17,972
Net increase (decrease) in cash and
equivalents (79) 227
Cash and egquivalents, beginning of period 187 405
Cash and equivalents, end of period 5 108 s 632

See Accompanying Independent Accountants’ Review Report and Notes to Consolidated Financial Statements.
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DAVIS HOMES, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Nine Months Ended September 30, 2002 and 2001

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business: Davis Homes, LLC is principally engaged in the construction of
single-family homes for entry-level and first and second time move-up buyers in the
Indianapolis metropolitan area and the development of land for residential home
sites.

In addition, Davis Homes, LLC provides apartment management, construction management
and development services to other entities.

Principles of Consolidation: The consolidated financial statements include the
accounts of Davis Homes, LLC and its subsidiary operating companies (the "Company"),
including Davis Financial Services, LLC. All significant intercompany accounts and
transactions have been eliminated in consolidation.

The Company consolidates entities in which it has a significant ownership interest
and management control is exercised by the Company over the operations of those
entities.

Revenue Recognition: Home and lot sales are recognized at closing, when title
passes to the buyer. The Company’s homes are generally offered for sale in advance
of their construction. To date, the Company’s homes have been generally sold
pursuant to standard purchase agreements entered into prior to commencement of
construction. The Company’s standard form purchase agreement for homes requires the
customer to make an earnest money deposit prior to commencement of construction.

This deposit may range from a nominal amount for an FHA or VA financed purchase to
2% to 3% of the purchase price for a buyer using conventional financing.

Other operating revenue primarily includes: (i) fees received for the performance of
construction management or development services for apartment complexes owned by
partnerships partially owned by a related party, or in which the Company serves as
the general partner (cne in 2002 and 2001); (ii) fees received for the performance
of accounting and property management services for apartment complexes partially
owned by a related party (eight in 2002 and 2001) or for which the Company is the
general partner; and (iii) loan origination fees and discount points charged to
homebuyers of non-Company-built homes by the mortgage brokerage subsidiary of the
Company .

Homes, Land and Construction in Progress and Cost of Sales: Homes, land and
construction in progress are carried at cost, which is less than net realizable
value, and includes land, land development, direct and other construction costs,
capitalized interest and real estate taxes.



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

At the time of residential home closings, cost of sales is charged with the actual
construction costs incurred and an estimate of unbilled costs at the time of closing
plus an allocation of land and land develcopment, capitalized interest, real estate
taxes and capitalizable common costs, based on the relative sales value method of
accounting. At the time of lot sale closings, cost of sales is charged with an
allocation of the total estimated costs of land and land development, capitalized
interest, real estate taxes and other capitalizable common costs based on the
relative sales value method of accounting. Changes in the estimates of total costs
to be incurred on land development projects, including changes in assumptions with
respect to interest rates, will impact the cost of sales allocated to future lot
sales. Significant increases in these estimated costs or interest rates will
increase cost of sales and decrease gross margin in the event the Company is unable
to pass these increases through to the buyer. The Company provides a warranty of
workmanship and materials with each of its homes. Accordingly, a warranty reserve,
based on the Company'’s historical experience, is established as home sales are
closed. This reserve is reduced by the cost of subsequent work performed.

Interest Capitalization: Interest is capitalized to qualifying real estate
inventories as incurred, in accordance with Statement of Financial Accounting
Standards ("SFAS") No. 34, Capitalization of Interest Cost, and charged to cost of
sales as revenue from home sales or lot sales is recognized.

Building Materials Inventory: Inventories are stated at the lower of cost or
market. Costs are determined under the weighted average of cost method.

Property, Plant and Equipment: Property, plant and equipment are carried at cost
less accumulated depreciation and are principally depreciated using accelerated
methods over the estimated useful lives of the assets. Significant additions and
improvements are capitalized, while expenditures for maintenance and repairs are
charged to operations as incurred. The cost and accumulated depreciation of
property sold or retired are removed from the respective accounts and the resultant
gains or losses, 1f any, are included in current operations.

Long-lived Assets, including the Company's property and equipment and intangible
assets, are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable.

Recoverability is measured by comparison of the carrying amount to future net
undiscounted cash flows expected to be generated by the related asset. If such
assets are considered to be impaired, the impairment to be recognized is measured by
the amount by which the carrying amount exceeds the fair market value of the assets.
To date, no adjustments to the carrying amount of long-lived assets have been
required.

Derivative Instruments and Hedging Activities: The Company has entered into two
derivative transactions principally to protect against risk of interest rate
movements. The Company does not engage in speculative derivative transactions for
trading purposes. Derivative financial instruments involve, to a varying degree,
elements of market risk not recognized in the consolidated financial statements.
Market risk related to derivative transactions entered into to protect against
changes in interest rates is mitigated by the Company’s use of (pay-fixed rates,
receivable variable rate) derivative instruments.

Derivative financial instruments also inveolve a level of credit risk. Such risk is
primarily related to the possibility of nonperformance by the counterparties
involved in the derivative transactions. The Company mitigates the risk of such
nonperformance through its selection criteria for counterparties. The Company uses
reputable financial institutions with high credit ratings as counterparties.

F-20



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Company had two interest rate swap agreements at September 30, 2002 and 2001,
with notional amounts of $5,000,000 each. Under terms of the respective agreements,
the Company pays 9.67% and 8.41%, through October 31, 2003 and February 9, 2004,
respectively, and receives a variable rate.

When the Company enters into a derivative contract, it designates the derivative as
a hedge of the variability of cash flows that are to be received or paid in
connection with a recognized asset or liability {(a "cash flow" hedge). Changes in
the fair value of a derivative that is highly effective and that is designated and
qualifies as a cash flow hedge are recorded in other comprehensive income or loss.

The Company documents the relationships between hedging instruments and hedged
items, as well as its risk-management objective and strategy for undertaking various
hedge transactions. This process includes linking all derivatives that are
designated as cash flow hedges to specific assets and liabilities on the balance
sheet. The Company also assesses (both at the hedge’s inception and on an ongoing
basis) whether the derivatives that are used in hedging transactions have been
highly effective in offsetting changes in the cash flows of hedged items and whether
those derivatives may be expected to remain highly effective in future periods.

When it is determined that a derivative is not (or has ceased to be) highly
effective as a hedge, the Company discontinues hedge accounting prospectively.

In all situations in which hedge accounting is discontinued and the derivative
remains outstanding, the Company will carry the derivative at its fair value on the
balance sheet, recognizing changes in the fair value in the statement of income
currently.

Use of Estimates: The preparation of financial statements in accordance with
accounting principles generally accepted in the United States requires management to
make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

NOTE 2 - CASH AND EQUIVALENTS AND RESTRICTED CASH

For purposes of reporting cash flows, the Company considers all highly liquid
investments with an original maturity of three months or less to be cash
equivalents. Cash equivalents consist primarily of overnight investments, the cost
of which approximates market wvalue. At September 30, 2002 and 2001, restricted cash
includes escrow deposits of $290,000 and $165,000, respectively, $412,000 and
$347,000, respectively, that is restricted pursuant to the Subordinated Note trustee
agreement, and $375,000 at September 30, 2002 and 2001 that is restricted pursuant
to a compensating balance arrangement with a lender.

NOTE 3 - NEW ACCOUNTING STANDARDS

The Company adopted SFAS No. 133, Accounting for Derivative Instruments and Hedging
Activities, as amended effective January 1, 2001. As a result of the adoption of
SFAS No. 133, the Company recognizes all derivative financial instruments in the
consolidated financial statements at fair value. Changes in the fair value of the
instruments are either recognized periodically in earnings or in members’ equity as
a component of other comprehensive income depending on whether the instruments
qualify for hedge accounting. Changes in fair values of instruments not qualifying
for hedge accounting are reported in the statement of income. Prior to 2001,
unrealized gains or losses on derivative instruments used for hedging losses on
derivative instruments were generally not required to be reported in the
consolidated financial statements.
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NOTE 3 - NEW ACCOUNTING STANDARDS (CONTINUED)

While the adoption of SFAS No. 133 did not have a material impact on the Company'’s
operations, it resulted in a $145,000 loss to be recorded in other comprehensive
income at January 1, 2001. For the nine months ended September 30, 2002 and 2001
losses on cash flow hedges were charged to other comprehensive income of
approximately $13,000 and $381,000. At September 30, 2002 and 2001, the Company’s
accumulated comprehensive loss on interest rate swaps was approximately $539,000 and
$526,000, respectively.

For the nine months ended September 30, 2002 and 2001, the Company recognized
interest expense of approximately $18,000 and $48,000, respectively, for the total
ineffective portion of the interest rate swaps.

NOTE 4 - HOMES, LAND AND CONSTRUCTION IN PROGRESS

Homes, land and construction in progress are summarized as follows (in thousands) :

September 30,

2002 2001
Homes and related lots in production S 41,466 $ 50,832
Residential land and development costs 15,425 14,835
Model homes 4,658 3,658
Spec homes available for sale 5,523 8,166
Commercial land and development costs 1,882 825
S 68,954 S 78,316

Capitalized interest included in real estate inventories at September 30, 2002 and
2001 aggregated approximately $1.8 million and $2.1 million, respectively.

NOTE 5 - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are carried at historical cost less accumulated
depreciation and are summarized as follows (in thousands):

September 30,

2002 2001
Building and leasehold improvements S 2,542 $ 1,729
Building under capital lease 360
Vehicle 148 244
Equipment and furniture 2,130 2,808
Model home furniture 4,127 3,897

8,947 9,038
Less: Accumulated depreciation 4,787 4,884
Total Property, Plant and Equipment $ 4,160 $§ 4,154

Depreciation expense for the nine months ended September 30, 2002 and 2001
aggregated $883,000 and $818,000, respectively.
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NOTE 6 ~ NOTES PAYABLE AND OTHER OBLIGATIONS
Notes payable and other obligations are summarized as follows (in thousands):

September 30,

2002 2001

Real estate and construction loans from banks S 46,504 S 61,327
Subordinated notes 7,200 6,092
Building materials loan 2,000 2,000
Building capital lease obligation 283
Building mortgage 1,794
Other indebtedness 151 408

§ 57,649 $ 70,110

Real estate and construction loans consist of land, land development and
construction loans from financial institutions. These lcans bear interest at annual
rates ranging from prime to 1.0% over prime, which was 4.75% and 6.0% at

September 30, 2002 and 2001, respectively, and are normally repaid through
application of agreed upon amounts from the proceeds of lot and home closings. The
loan agreements include customary representations and covenants, including
completion guarantees on land development projects. Outstanding indebtedness under
these facilities is secured by liens on the Company’s real estate inventories. The
home construction loan agreements with these financial institutions allow the
Company to borrow up to $80.5 million to finance the construction of homes. Under
these agreements, $35.6 million was borrowed at an average rate of 4.75% at
September 30, 2002.

On February 10, 1995, the Company offered for sale $5,000,000 of subordinated notes
(the "Notes") via an offering filed on Form 1-A with the Securities and Exchange
Commission. On March 14, 1995, and May 12, 1995, the Company closed on the sale of
$3.7 million and $1.3 million, respectively, of these Notes, receiving proceeds of
$3.4 million and $1.2 million, respectively {net of underwriting commissions and
expenses of these offerings). These Notes bear interest at a weighted average
interest rate of 11.6% and are subordinated to the Company’s third-party debt. The
Company repaid $1.2 million of these Notes in 1998, $1.6 million of these Notes in
2000, and $2.2 million mature on January 1, 2005.

On September 11, 2001, the Company offered for sale $5,000,000 of subordinated notes
(the "Notes") via an offering filed on Form 1-A with the Securities and Exchange
Commission. On September 27, 2001, October 26, 2001 and November 14, 2001, the
Company closed on the sale of approximately $3.9 million, $700,000 and $400,000,
respectively of these Notes. The Company received proceeds of approximately $3.6
million, $600,000 and $370,000, respectively. These Notes bear interest at a
weighted average rate of 10.75% and are subordinated to the Company’s third-party
debt. The Notes mature on June 30, 2006 and 2008 in equal installments of $2.5
million. The fair market value of the Notes, estimated using rates currently
available to the Company for debt with similar terms and maturities, is not
significantly different from book value at September 30, 2002.

The building materials loan is secured by a lien on the Company'’s building materials
inventory and bears interest at prime. Other indebtedness consists of various
borrowings and other obligations.

10
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NOTE 6 - NOTES PAYABLE AND OTHER OBLIGATIONS (CONTINUED)

In 1998, the Company entered into a five-year lease of a building for use in its
construction operations. The terms of the lease provided the Company with a
purchase option on the building on each anniversary date of the lease inception.
During 2002, the Company initiated the purchase option for the building at a cost of
approximately $698,000. In May 2002, the Company entered into a mortgage note of
$1,845,000 on this building. The mortgage note requires monthly payments of
$17,000, including interest computed at 7.49% through June 2017 at which time all
outstanding principal and interest are due. The note is secured by the real estate.

Additionally, one of the beneficial owners of the Company has personally guaranteed
loans of the Company aggregating approximately $14.1 million and $14.7 million at
September 30, 2002 and 2001, respectively.

Scheduled maturities of notes payable and other obligations (including capital lease
obligations) are as follows (in thousands):

Year Ending

September 30, Principal
2003 S 48,726
2004 77
2005 2,283
2006 2,590
2007 96
Thereafter 3,877
Total $ 57,649

During the nine months ended September 30, 2002 and 2001, the Company paid $3.2
million and $4.1 million, respectively, for interest, including amounts capitalized
of $2.5 million and $3.2 million, respectively.

NOTE 7 - INCOME TAXES

Davis Homes, LLC, a limited liability company, is generally not responsible for
income taxes, as its members are taxed for their respective shares of the Company’s
taxable income at their individual income tax rates. Historically, the Company has
made distributions to the members to enable them to pay the taxes on this income.

NOTE 8 - MINORITY INTERESTS

During 2002 and 2001, the Company was acting as general partner with ownership
interests of 50% in two limited partnerships formed to acquire and develop certain
land for the sale of lots. One partnership was formed in 1994 and one in 1996.
Income from the limited partnerships‘’ operations was allocated to the general and
limited partners based on the relative ownership interests, as outlined in the
respective partnership agreements. During the year, these partnerships ceased
operations with the sale of remaining lots. Distributions with respect to the
limited partnerships were paid as outlined in the respective agreements.

A reconciliation of the minority interests account balance as of September 30, 2001
is as follows (in thousands) :

Minority interests in net assets at December 31, 2000 S 117

Interest in income for the nine months ended September 30, 2001 12

Distributions for the nine months ended September 30, 2001 (101)

Minority interest in net assets at September 30, 2001 $ 28
11
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NOTE 8 - MINORITY INTERESTS (CONTINUED)

A reconciliation of the minority interests account balance as of September 30, 2002
is as follows (in thousands):

Minority interests in net assets at December 31, 2001 $ -
Interest in income for the nine months ended September 30, 2002 49
Distributions for the nine months ended September 30, 2002 (49)
Minority interest in net assets at September 30, 2002 $ -

NOTE 9 - RELATED-PARTY TRANSACTIONS
Related party debt is comprised of a demand note of $100,000, with an annual
interest rate of 12%, which was entered into between the Company and an in-law of
one of the beneficial owners in September 1994.

Amounts due from related parties is summarized as follows (in thousands):

September 30,

2002 2001
Construction fee receivable - 177
Advances 1,688 838

Amounts due from related parties as shown on the balance sheet represents amounts
due from the beneficial owners of the Company or entities affiliated with these
owners. As of September 30, 2002, amounts due from related parties include
$1,688,000 of advances and for construction management services to partnerships
partially owned by a related party. Included in prepaid expenses and other assets
are investments in affiliates of $183,500 and $183,500, respectively at

September 30, 2002 and 2001.

On October 21, 1997, the Company renewed an operating lease agreement with a limited
partnership, in which each of the beneficial owners of the Company has an ownership
interest, to lease office space for a term of five years, with an option to renew
for five additional years. Lease payments were $332,000 in 2002. Effective in
October, 2002, the Company exercised its option to renew its lease of office space
through October, 2007.

Other operating revenue includes approximately $327,000 and $300,000 for the nine
months ended September 30, 2002 and 2001, respectively, for fees received in
connection with managing the operations of apartment complexes (eight in 2002 and
eight in 2001), for which the Company or one of the beneficial owners of the Company
serves as the general partner (three of which are owned by limited partnerships in
which the beneficial owners cf the Company have aggregate ownership interests of
90%, 48.5% and 1.9%). Other operating revenue also includes approximately $177,100
and $104,900 in 2002 and 2001, respectively, related to the performance of
construction management services for apartment complexes owned by limited
partnerships in which the Company is a limited partner.
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NOTE 10 - EMPLOYEE BENEFIT PLAN

The Company has a retirement savings and profit-sharing plan for its employees which
allows participants to make contributions by salary reduction pursuant to Section
401 (k) of the Internal Revenue Code. Employee contributions are matched by the
Company at the rate of 50 cents per dollar up to 5% of total compensation. In
addition, the Company may contribute a discretionary amount out of current or
accumulated net income. Employees vest immediately in their contribution and vest
in the Company contributions over a service period of five years. The Company'’s
expenses for the Plan were $134,000 and $136,000 for the nine months ended
September 30, 2002 and 2001, respectively.

NOTE 11 - COMMITMENTS AND CONTINGENCIES

Operating Leases: The Company leases its office space (from a related party) and
certain equipment (from unrelated third parties) under noncancellable operating
leases that expire at various dates through 2007. Rent expense under such leases
aggregated $587,000 and $632,000 for the nine months ended September 30, 2002 and
2001, respectively.

Minimum annual rental commitments under noncancellable operating leases are as
follows (in thousands) :

Year Ending Rental
September 30, Payments
2003 $ 700,607
2004 680,102
2005 570,629
2006 496,317
2007 448,639
$2,896,294
Other Commitments: The Company has entered into several agreements with various

independent developers whereby it must purchase 1,129 residential building lots in
various subdivisions. The lots range in price from $20,600 to $44,900. Together,
the agreements required advance deposits of $3,210,000 and letters of credit
totaling $100,000.

The deposits will be returned upon purchase of the last lots or credited against the
price of the lots, depending on the terms of agreement. All of the agreements have
been entered into without recourse to the Company. The agreements include certain
restrictions, the most significant of which requires the Company to purchase a
minimum number of lots each calendar month.

At September 30, 2002, the Company was required to make purchases as follows:

Year Ending Number of

September 30, Lots
2003 585
-2004 264
2005 182
2006 60
2007 24
Thereafter 10

13
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NOTE 11 - COMMITMENTS AND CONTINGENCIES (CONTINUED)

In the normal course of business and pursuant to certain loan agreements and
arrangements with certain municipalities, the Company guarantees completion of
subdivision development work.

During 2000, the Company executed a sale-leaseback transaction for 37 model homes
with a financial institution in accordance with the Master Sale and Rental
Agreement. Total sales proceeds were approximately $5.7 million with a related
model home cost of approximately $4.8 million. In connection with the sale the
Company has a note receivable from the financial institution of approximately
$600,000 payable upon completion of the lease term for each home, generally ranging
from 12 months to 36 months. The note bears interest at LIBOR plus 4.5%. The cash
proceeds upon closing were used to pay down Company debt.

For the nine months ended September 30, 2001, the Company recognized approximately
$200,000 of income relating to this transaction. The remaining gain on sale is
deferred and is being amortized to income based on the remaining lease term of the
model homes. The Company generally expects to lease the model homes for periods
ranging from 12 to 36 months depending on completion of the respective development.
Total annual lease commitment under terms of Master Sale and Rental Agreement for
the year ending December 31, 2002 are approximately $500,000.

The Company is involved in various routine legal proceedings incidental to the
conduct of its business. Management believes that none of these legal proceedings
will have a material adverse impact on the financial condition, results of
operations or cash flows of the Company.
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DAVIS HOMES, LLC
$5,000,000
___% Subordinated Notes Due , 2011

PLACEMENT AGENT AGREEMENT

, 2003

Indiana Securities, LLC
1705 North Meridian Street
Indianapolis, Indiana 46202

Dear Sirs:

Davis Homes, LLC, a limited liability company organized in Indiana (the "Company"),
hereby confirms its agreement with you whereby the Company proposes to offer for sale a
minimum of $2,650,000 and a maximum of $5,000,000 of subordinated notes of the Company
which shall bear interest at the rate of % per annum and which mature on
, 2011 (the "Notes"), to be sold by you on a best efforts basis, as placement
agent (the "Placement Agent") of the Company, as set forth in Section 1 hereof.

The Company has prepared and filed with the Securities and Exchange Commission
(the "Commission") an offering statement on Form 1-A (File No. ) and a related
offering circular for the qualification of the Notes under Regulation A promulgated by the
Commission under the Securities Act of 1933 (the "1933 Act"), and has filed such
amendments thereto, if any, and such amended offering circulars as may have been required to
the date hereof. The offering statement as it may be amended and the offering circular on file
with the Commission as it may be amended at the time the offering statement becomes
qualified are hereinafter called the "Offering Statement" and the "Offering Circular,"
respectively, except that if the Company files a post-qualification amendment to the offering
statement, then the term "Offering Statement" shall, from and after the qualification of such
amendment thereto, refer to the offering statement as amended by such post qualification
amendment thereto.

SECTION 1. Appointment of Placement Agent; Offering Period. On the
basis of the representations, warranties and covenants herein contained, but subject to the
terms and conditions herein set forth, you are hereby appointed the principal agent of the




Company during the Offering Period (as hereinafter defined) for the purpose of obtaining
subscribers for the Notes from public subscribers ("Subscribers") for the account and at the
risk of the Company through the offering herein contemplated. The Placement Agent may
establish Co-agency relationships with other registered broker-dealers for purposes of
obtaining subscriptions for the Notes, subject to the reasonable approval by the Company.
Subject to the performance by the Company of all of its obligations to be performed
hereunder, and to the completeness and accuracy of all of the representations and warranties
contained herein, you hereby accept such agency and agree to use your best efforts, in light of
the aggregate offering price and the commissions and fees payable to the Placement Agent
hereunder, during the Offering Period to obtain subscriptions for the Notes from suitable
Subscribers.

The Offering Period shall commence on the day that the Offering Statement is qualified
by the Commission and an Offering Circular is first made available to you by the Company for
delivery in connection with the offering for sale of the Notes and shall continue until the
earlier of the Closing Time (as hereinafter defined), and the close of business on [ 1,
2003, or such later date, not later than [ ], 2003, as you and the Company shall
agree upon (such termination date being hereinafter referred to as the "Offering Termination
Date").

Your agency hereunder, which is coupled with an interest and, therefore, is not
terminable by the Company without your permission, except as otherwise expressly so
provided in this Agreement, shall continue until the Offering Termination Date. Any
termination of your agency or of this Agreement shall be without obligation on your part or on
the part of the Company, except that the provisions of Sections 6, 9 and 10 hereof shall
survive any such termination of this Agreement.

SECTION 2. Representations and Warranties of the Company.

(a) The Company represents and warrants to the Placement Agent that:

(1) At the time the Offering Statement initially becomes
qualified and at the time any post-qualification amendment
thereto becomes qualified, the Offering Statement (including the
Offering Circular) will comply with the requirements of the
1933 Act and the 1933 Act Regulations (including but not
limited to Regulation A) and will not contain an untrue
statement of a material fact or omit to state a material fact
required to be stated therein or necessary to make the
statements therein not misleading, and at the time the Offering
Statement becomes qualified and at the Closing Time referred
to in Section 3, the Offering Circular will not contain an untrue
statement of a material fact or cmit to state a material fact
necessary in order to make the statements therein, in light of
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the circumstances under which they were made, not misleading;
provided, however, that the representations and warranties in
this subsection shall not apply to statements in or omissions
from the Offering Statement or Offering Circular made in
reliance upon and in conformity with information contained in
the section of the Offering Circular captioned "Underwriting"
furnished to the Company by or on behalf of the Placement
Agent expressly for use in the Offering Statement or Offering
Circular.

(i1) Each accounting firm, if any, that certifies financial
statements included in the Offering Statement is an independent
public accountant as required by the 1933 Act and the 1933 Act
Regulations.

(ii1) The financial statements (including the notes
thereto) included in the Offering Statement and the Offering
Circular comply with the requirements of the 1933 Act and the
1933 Act Regulations and present fairly the financial position,
the results of operations and cash flows of the respective entity
or entities presented therein at the respective dates and for the
respective periods indicated therein, all in conformity with
generally accepted accounting principles applied on a consistent
basis and present fairly the information required to be stated
therein. Except as reflected in such financial statements, there
exist no material liabilities of the respective entity or entities
presented therein, contingent or absolute, matured or
unmatured.

(iv) The financial information and data included in the
Offering Statement and the Offering Circular present fairly the
information shown therein and have been prepared on a basis
consistent with that of the financial statements included in the
Offering Statement and Offering Circular and the books and
records of the respective entity or entities presented therein.

(v) The Company has been duly organized and is
validly existing as a limited liability company under the laws of
Indiana with full power and authority to conduct the business in
which it is engaged as described in the Offering Circular and to
enter into the Operative Documents (as hereinafter defined) to
which it is a party and to perform its obligations hereunder and
thereunder. The Company is duly qualified or registered as a
foreign limited liability company in each jurisdiction in which



the ownership of its properties or the conduct of its business
makes such qualification or registration necessary.

(vi) Each of the subsidiaries of the Company listed in
Exhibit 15.1 to the Offering Statement (the "Subsidiaries") has
to the extent described in the Offering Circular been duly
organized and is validly existing as a corporation, limited
liability company or partnership under the laws of the
jurisdiction in which it has been organized with full power and
authority to conduct the business in which it is engaged and is
duly qualified or registered as a foreign corporation, limited
liability company or partnership in each jurisdiction in which
the ownership of its properties or the conduct of its business
makes such qualification or registration necessary.

(vii) The Company has an authorized capital as set forth
in the Offering Circular, and all of the interests in the Company
have been duly and validly authorized and issued, are fully paid
and nonassessable, and conform to the descriptions thereof in
the Offering Circular.

(viii) There are not now outstanding and at the Closing
Time there will be no options, warrants, or other agreements or
preemptive, conversion, or other preferential purchase rights
granted or issued by or binding upon the Company for the
purchase or acquisition of any of the Notes other than as
described in the Offering Circular or pursuant to this
Agreement.

(ix) The Notes conform to the description thereof
contained in the Offering Circular and such description
conforms to the rights set forth in the instruments defining such
rights. The certificates issued to evidence the Notes will be in
due and proper form at the Closing Time.

(x) Each of this Agreement, the escrow agreement
among the Company, the Placement Agent and First
Community Bank & Trust, Greenwood, Indiana (the "Escrow
Agent") in the form attached hereto as Exhibit A (the "Escrow
Agreement") and the Indenture of Trust among the Company
and First Community Bank & Trust, (the "Trustee") has been
duly and validly authorized, executed and delivered by the
Company and, assuming due authorization, execution and
delivery by the other parties thereto, is a valid and binding



agreement and is enforceable against the Company in
accordance with its terms.

(xi) The execution and delivery of this Agreement, the
Indenture of Trust and the Escrow Agreement (collectively, the
"Operative Documents"), the performance of the obligations set
forth herein or therein, and the consummation of the
transactions contemplated hereby or thereby or in the Offering
Circular do not and will not conflict with or result in a breach
of any of the terms, conditions or provisions of, or constitute a
default under or result in a violation of, (A) any of the
Operative Documents; (B) the charter documents, articles of
organization, operating agreements or other organizational
documents of the Company or any Subsidiary; (C) any law,
order, rule, or regulation of any court or governmental
authority having jurisdiction over the Company, any
Subsidiary, or any of their respective assets or properties; or
(D) any bond, debenture, note, other evidence of indebtedness,
contract, indenture, mortgage, loan agreement, lease, joint
venture, or other agreement or instrument to which the
Company or any Subsidiary is a party or by which they or any
of them or any of their respective assets or properties are
bound, which conflict, breach, default, or violation described in
this clause (E) has had or would have a material adverse effect
upon any of the transactions contemplated by the Operative
Documents or the Offering Circular, or upon the earnings,
business affairs, properties, business prospects, or condition
(financial or otherwise) of the Company or any Subsidiary
except as described in or contemplated by the Offering
Statement and Offering Circular.

(xii) No consent, approval, authorization, or order of
any court or governmental agency or body is required in
connection with the issuance, sale, or delivery of the Notes
pursuant to this Agreement or the consummation of the
transactions contemplated by the Operative Documents or the
Offering Circular except such as may be required under the
1933 Act or the 1933 Act Regulations, state securities or "blue
sky" laws, and as described in the Offering Circular.

(xiii) Since the respective dates as of which information
is given in the Offering Statement and the Offering Circular,
except as may otherwise be stated therein or contemplated
thereby: (A) there has been no material adverse change in the
earnings, business affairs, properties, business prospects, or
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condition (financial or otherwise) of the Company and the
Subsidiaries, whether or not arising in the ordinary course of
business; (B) no material casualty loss or material
condemnation has occurred; (C) there have been no transactions
entered into by the Company or any Subsidiary, other than
those in the ordinary course of business, which are material
with respect to the Company and the Subsidiaries; (D) there has
been no dividend or distribution of any kind declared, paid, or
made by the Company except as allowed under Section 4.07 of
the Indenture; and (E) there has been no material change in the
ownership of the equity of the Company or any Subsidiary.

(xiv) The Company and the Subsidiaries have good and
marketable title to all real and personal property owned by
them, free and clear of all liens, security interests,
encumbrances, restrictions, equities, and claims except such as
are described in the Offering Circular or such as do not
materially adversely affect the value of such property and do
not interfere with the use made and proposed to be made of
such property by the Company and the Subsidiaries. Any real
property and improvements thereon and any personal property
material to the business of the Company and the Subsidiaries
held under lease by the Company and the Subsidiaries are held
by them under a valid, subsisting, and enforceable lease with
such exceptions as are not material and do not interfere with the
use made and proposed to be made of such property by the
Company and the Subsidiaries.

(xv) The Company and the Subsidiaries have all
franchises, grants, authorizations, licenses, permits, consents,
certificates, and orders ("licenses") necessary for each of them
to conduct the business in which it is engaged, as described in
the Offering Circular, except for any license the absence of
which would not have a material adverse effect on the earnings,
business affairs, properties, business prospects, or condition
(financial or otherwise) of the Company and the Subsidiaries or
the absence of which is described or contemplated in the
Offering Circular. All such licenses are valid and in full force
and effect and neither the Company nor any Subsidiary has
received any notice of proceedings relating to the revocation or
modification of any such license.

(xvi) The Company and the Subsidiaries own, possess,
or have the legal right to use all patents, patent rights, licenses,
inventions, copyrights, know-how (including trade secrets and

6



other unprotected or unpatentable proprietary or confidential
information, systems, or procedures), trademarks, service
marks, trade names, and other rights ("rights") necessary for or
now employed by them in the conduct of their respective
businesses as now operated by them, and none of them has
received any notice of and, to the best knowledge of the
Company and the Subsidiaries, there is no basis for any action
for, alleged infringement of or conflict with asserted rights of
others with respect to any of such rights.

(xvii) No labor dispute with the employees of the
Company or any Subsidiary exists or, to the best knowledge of
the Company and the Subsidiaries, is imminent; neither the
Company nor any Subsidiary is aware of any existing or
imminent labor disturbance by the employees of the Company
or any Subsidiary that might be expected to result in any
material adverse change in the earnings, business affairs,
business prospects, or condition (financial or otherwise) of the
Company and its Subsidiaries.

(xviii) Neither the Company nor any Subsidiary (A) is
in violation of its articles of organization, operating agreement
or other organizational document, or (B) is in violation of any
law, order, rule, or regulation of any court or governmental
authority having jurisdiction over the Company, any
Subsidiary, or any of their respective assets or properties, or
(C) is in default in the performance or observance of any other
obligation, agreement, covenant, or condition contained in any
bond, debenture, note, other evidence of indebtedness,
contract, indenture, mortgage, loan agreement, lease, joint
venture, or other agreement or instrument to which it is a party
or by which any of its respective properties are bound, which
default described in this clause (C) has had or could reasonably
be expected to have a material adverse effect upon any of the
transactions contemplated by the Operative Documents or the
Offering Circular or upon the earnings, business affairs,
properties, business prospects, or condition (financial or
otherwise) of the Company and the Subsidiaries.

(xix) There is no action, suit, proceeding, or, to the
best knowledge of the Company and the Subsidiaries,
investigation before or by any court or governmental agency or
body, domestic or foreign, now pending or, to the best
knowledge of the Company and the Subsidiaries, threatened
against or affecting the Company or any Subsidiary or any
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manager or officer of the Company or any Subsidiary or to
which any of their respective assets or properties are subject,
that is required to be disclosed in the Offering Statement (other
than as disclosed therein), or if determined adversely to the
Company or any Subsidiary or any such manager or officer
would have a material adverse effect on the purchase and sale
of the Notes or would result in any material adverse change in
the earnings, business affairs, business prospects, or condition
(financial or otherwise) of the Company and the Subsidiaries or
would have a material adverse effect on the properties or assets
of any of them; no pending legal or governmental proceeding
or, to the best knowledge of the Company and the Subsidiaries,
investigation to which the Company or any Subsidiary or any of
their managers or officers is a party or to which any of their
property is subject that is not described in the Offering
Statement, including ordinary routine litigation incidental to
their business, is, considered in the aggregate, material to any
of them or their respective properties or assets; and there are
no contracts or documents that are required to be described in
the Offering Statement or the Offering Circular or to be filed as
exhibits to the Offering Statement by the 1933 Act or by the
1933 Act Regulations that have not been so described or filed.

(xx) The Company, the managing member, each of the
Subsidiaries of the Company listed in Exhibit 15.1 to the
Offering Statement has not, within five (5) years prior to the
filing of the Offering Statement and the Offering Circular (i)
been convicted of any felony or misdemeanor in connection
with the purchase or sale of any security or involving the
making of any false filing with the Securities Exchange
Commission; (ii) filed a registration statement which is subject
to any pending proceeding or examination under Section 8 of
the 1933 Act or has been the subject of any refusal order or
stop order thereunder; (iii) been subject to any pending
proceeding under Rule 258 or any similar rule adopted under
Section 3(b) of the 1933 Act or to an order entered thereunder;
(iv) been subject to any order, judgment, or decree of any court
of competent jurisdiction temporarily or preliminary restraining
or enjoining, or been subject to any order, judgment or decree
of any court of competent jurisdiction permanently restraining
or enjoining such person from engaging or continuing any
conduct or practice in connection with the purchase or sale of
any security or involving the making of any false filing with the
Commission; or (v) been subject to a United States Postal
Service false representation order entered under 39 U.S.C.
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§3005 or been subject to a temporary restraining order or
preliminary injunction entered under 39 U.S.C. §3007 with
respect to conduct alleged to have violated 39 U.S.C. §3005

(xxi) No manager, officer, general partner or beneficial
owner of ten percent (10%) or more of the Company or the
managing member has:

(a) been convicted within ten (10) years prior to the
filing of the Offering Statement or Offering Circular of any
felony or misdemeanor in connection with the purchase or sale
of any security, involving the making of a false filing with the
Commission or arising out of the conduct of the business of an
underwriter, broker, dealer, municipal securities dealer or
investment advisor;

(b) within the past five (5) years been subject to any
order, judgment or decree of any court of competent
jurisdiction temporarily or preliminary enjoining or restraining,
or is subject to any order, judgment, or decree of any court of
competent jurisdiction permanently enjoining or restraining
such person from engaging in or continuing any conduct or
practice in connection with the purchase or sale of any security,
involving the making of a false filing with the Commission, or
arising out of the conduct of the business of an underwriter,
broker, dealer, municipal securities dealer or investment
advisor;

© been subject to an order of the Commission
pursuant to Section 15(b), 15B(a) or 15B(c) of the 1934
Securities Exchange Act of 1934 (the "1934 Act")or Section
203(e) or (f) of the 1940 Investment Advisors Act;

(d) been suspended or expelled from membership in,
or suspended or barred from association with a member of, a
national securities association registered under Section 15A of
the 1934 Act for any act or omission to act constituting conduct
inconsistent with just and equitable principles of trade; or

(e) been subject to a United States Postal Service false
representation order entered under 39 U.S.C. § 3005 within
five (5) years prior to the filing of the Offering Statement or is
subject to a restraining order or preliminary injunction entered
under 39 U.S.C. § 3007 with respect to conduct alleged to have
violated 39 U.S.C. § 3005



(xxi1) Neither the Company nor its managing member has
within the twelve (12) months before the start of and during
this Offering received, and will not within the six (6) months
subsequent to the completion of this Offering receive, cash or
other consideration for the issuance of any securities in reliance
upon Regulation A.

(b) Any certificate signed by any officer of the Company, and delivered to
you or your counsel, shall be deemed a representation and warranty by the Company to you as
to the matters covered thereby.

SECTION 3. Representations and Warranties and Certain Covenants of
the Placement Agent. The Placement Agent represents and warrants and covenants with the
Company that:

(a) It has not and will not offer the Notes for sale, or solicit any offers to buy
any Notes, on the basis of any communications or documents relating to the Company or the
Notes, other than the Offering Circular, including the appendices attached thereto, or any
other document approved in writing as to form and substance by the Company and its counsel.

(b) It will offer the Notes for sale, or solicit offers to buy the Notes, only in
such manner and in such circumstances as will, assuming the accuracy of the representations
and warranties set forth in Section 2 hereof, (A) comply with all applicable provisions of the
1933 Act and the 1934 Act, and (B) as its counsel advises is in compliance with the securities
or "blue sky" laws of each jurisdiction designated by the Company in accordance with the
provisions of Section 5(g) hereof, which advice of such counsel (which shall be understood not
to constitute an opinion of law) may be based upon an examination of the statutes and
regulations, if any, of such jurisdictions as reported in standard compilations and upon
interpretive advice obtained from representatives of certain securities commissions.

(c) It has been duly organized and is validly existing as a limited liability
company under the laws of the state Indiana with full power and authority to enter into the
Operative Documents and to perform its obligations hereunder and thereunder.

(d) This Agreement, when confirmed and accepted by it, will be duly
authorized and executed and will be a valid and binding agreement and will be enforceable in
accordance with its terms.

(e) It is a broker-dealer duly registered pursuant to the provisions of the 1934
Act, a member in good standing of the NASD, and a registered broker-dealer under the
applicable statutes and regulations of the State of Indiana; and it will maintain such
registration in good standing throughout the Offering Period and it will comply with all
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statutes and other requirements applicable to it with respect to its brokerage activities within
such jurisdiction.

(f) Neither the Placement Agent nor any member, manager, director or officer
of the Placement Agent has:.

(i) been convicted within ten (10) years prior to the filing of
the Offering Statement or Offering Circular of any felony or
misdemeanor in connection with the purchase or sale of any
security, involving the making of a false filing with the
Commission or arising out of the conduct of the business of an
underwriter, broker, dealer, municipal securities dealer or
investment advisor;

(i) within the past five (§) years been subject to any order,
judgment or decree of any court of competent jurisdiction
temporarily or preliminary enjoining or restraining, or is
subject to any order, judgment, or decree of any court of
competent jurisdiction permanently enjoining or restraining
such person from engaging in or continuing any conduct or
practice in connection with the purchase or sale of any security,
involving the making of a false filing with the Commission, or
arising out of the conduct of the business of an underwriter,
broker, dealer, municipal securities dealer or investment
advisor;

(iii) been subject to an order of the Commission pursuant to
Section 15(b), 15B(a) or 15B(c) of the 1934 Act or Section
203(e) or (f) of the 1940 Investment Advisors Act;

(iv) been suspended or expelled from membership in, or
suspended or barred from association with a member of, a
national securities association registered under Section 15A of
the 1934 Act for any act or omission to act constituting conduct
inconsistent with just and equitable principles of trade;

(v) been subject to a United States Postal Service false
representation order entered under 39 U.S.C. § 3005 within
five (§) years prior to the filing of the Offering Statement or is
subject to a restraining order or preliminary injunction entered
under 39 U.S.C. § 3007 with respect to conduct alleged to have
violated 39 U.S.C. § 3005;

(vi) been covered by any registration statement which is the
subject of any pending proceeding or examination under
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Section 8 of the 1933 Act or is the subject of any refusal order
or stop order within five (§) years prior to the filing of the
Offering Statement of Offering Circular; or

(vil) been covered by any filing which is subject to any
pending proceeding under Rule 258 or any similar rule adopted
under Section 3(b) of the 1933 Act, or to an order entered
thereunder within five (5) years prior to the filing of the
Offering Statement.

SECTION 4. Offering and Sale of Notes; Closing; Placement Agent Fee.

(a) Each Subscriber desiring to purchase Notes shall be required after the
Offering Statement becomes qualified, to deliver a check in full payment for the Notes
subscribed for by such Subscriber payable to the Davis Homes, LLC Escrow Account, to the
Placement Agent.

(b) Promptly after the Placement Agent has determined that a Subscriber's
payment has been completed and delivered in accordance with the requirements therefor, and
in any event not later than 12 o'clock noon on the first business day following receipt, such
Subscriber’s payment shall be deposited in the escrow account established pursuant to the
Escrow Agreement (the "Escrow Account") to be held in accordance with the Escrow
Agreement; provided, however, that the Company or the Placement Agent may elect not to
accept all or part of a Subscriber's payment in which case the Company shall notify the
Subscriber in writing of such fact, promptly after such election, and (i) if the Company has
determined to reject all of a Subscriber's payment, the Placement Agent or the Escrow Agent,
as the case may be, shall promptly return the Subscriber's funds for payment of the investment
price, or (ii) if the Company has determined to reject part of an Subscriber's payment, the
Placement Agent shall deposit such Subscriber's payment in the Escrow Account and instruct
the Escrow Agent to issue a check to the Subscriber to return the portion of the Subscriber's
payment attributable to the rejected portion of such investment.

(c) Interest, if any, earned on funds deposited in the Escrow Account will be
distributed to Subscribers in accordance with the Escrow Agreement, as soon as practicable
after the Closing or return of such Subscribers’ funds, as the case may be.

(d) Subscribers may terminate their subscriptions or withdraw their funds
from the Escrow Account up and until the Closing Date upon their written notification of the
Placement Agent.

(e) If, on or prior to the Offering Termination Date, a minimum of
$2,650,000 in Notes have been subscribed for and all other conditions specified in Sections 7
and 8 hereof have been satisfied or waived and all other conditions for disbursement of funds
set forth in the Escrow Agreement have been satisfied, then, prior to [ ], 2003 and
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on or before the earlier to occur of (i) the fifteenth full business day after the Offering
Termination Date and (i1) any date agreed upon by the Company and you as the date for the
closing of the sale of the Notes (the "Closing"), payment shall be made to the Company of the
purchase price for the Notes for which you have obtained Subscribers, and the Company shall
deliver, promptly after the Closing, to each such Subscriber a certificate evidencing the Notes
purchased by such Subscriber. The Closing shall take place at such place and time (the
"Closing Time") as shall be agreed upon between you and the Company.

(f) If, on or prior to the Offering Termination Date, a minimum of
$2,650,000 in Notes have not been subscribed for, or all of the conditions specified in Sections
7 and 8 hereof have not been satisfied or waived or the conditions for disbursement of funds
set forth in the Escrow Agreement have not been satisfied or waived, all funds received from
subscribers shall be promptly returned to them as specified in the Escrow Agreement.

(g) The amount of Subscribers' funds in the Escrow Account attributable to
the purchase price of the Notes shall be released to the Company if, and only if, all of the
conditions to Closing set forth in Sections 7 and 8 hereof shall have been satisfied or waived
and all other conditions for disbursement of such funds set forth in the Escrow Agreement
have been satisfied. Any funds received with respect to subscriptions that are rejected in
whole or in part shall be returned (to the extent any such subscription has been rejected) to the
Subscriber, together with interest earned thereon, if any, as soon as practicable as provided in
the Escrow Agreement and, in any event, within ten (10) business days after rejection of such
subscription.

(h) Upon consummation of the offering, the Company shall pay or cause to be
paid to you as compensation for your services a commission equal to (i) a structuring fee for
‘the sale of Notes computed at the rate of $20,000 per $1,000,000 in Notes sold ($53,000 at the
minimum and $100,000 at the maximum) plus (ii) 5.5% of the gross proceeds of the sale of
the Notes. Such payment shall be made at the Closing Time by certified or official bank check
in immediately available funds payable to your order.

SECTION 5. Certain Covenants. The Company covenants with you as

follows:

(a) The Company will use its best efforts to cause the Offering Statement to
become qualified as promptly as possible and will notify you immediately and confirm the
notice in writing (i) of the qualification of the Offering Statement and any amendment thereto,
(i1) of the receipt of any comments from the Commission after the date hereof, (ii1) of any
request by the Commission for any amendment to the Offering Statement or any amendment or
supplement to the Offering Circular or for additional information after the date hereof, and (iv)
of the issuance by the Commission of any stop order suspending the qualification of the
Offering Statement or of any order preventing or suspending the use of the Offering Circular,
or of the suspension of the qualification of the Notes for offering or sale in any jurisdiction, or
of the initiation or threatening by the Commission or other governmental authority of any
proceeding or investigation for any of such purposes. The Company will use its best efforts to
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prevent the issuance of any such stop order or of any order preventing or suspending such use
and, if any such order shall at any time be issued, to obtain the lifting thereof at the earliest
possible moment.

(b) The Company will give you notice of its intention to file any amendment
to the Offering Statement or any amendment or supplement to the Offering Circular and will
not file any such amendment or supplement to which you or your counsel shall object.

(c) The Company will deliver to you, as soon as available, as many signed
copies of the offering statement as originally filed and of each amendment thereto (including
exhibits and documents filed therewith and signed copies of all consents and certificates of
experts) as you may reasonably request, and will also deliver to you as many conformed
copies of the offering statement as originally filed and of each amendment thereto as you may
reasonably request.

(d) The Company will deliver to you, from time to time, before the offering
statement becomes qualified, as many copies of the preliminary offering circular and any
amended preliminary offering circular as you may reasonably request, and as soon as the
Offering Statement becomes qualified and thereafter from time to time during the period when
the Offering Circular is required to be delivered under the 1933 Act, such number of copies of
the Offering Circular (as amended or supplemented) as you may reasonably request for the
purposes contemplated by the 1933 Act or the 1933 Act Regulations.

(e) During the period when the Offering Circular is required to be delivered
under the 1933 Act, the Company will comply, at its own expense, with all requirements
imposed upon it by the 1933 Act and the 1933 Act Regulations, the 1934 Act, and the rules
and regulations of the Commission under the 1934 Act, as from time to time in force, so far as
necessary to permit the completion of the offering of the Notes as contemplated hereby and in
the Offering Circular.

(f) If any event shall occur as a result of which it is necessary, in the opinion
of either counsel for the Company or your counsel, to amend or supplement the Offering
Circular in order to make the Offering Circular not contain any untrue statement of a material
fact or omit to state a material fact necessary in order to make the statements therein, in the
light of the circumstances existing at the time the Offering Circular is delivered to a
Subscriber, not misleading or in order to otherwise comply with the 1933 Act, 1993 Act
Regulations or the 1934 Act, or if, during the period when the Offering Circular is required to
be delivered under the 1933 Act, it is necessary to amend the Offering Statement or to amend
or supplement the Offering Circular to comply with the 1933 Act or the 1933 Act Regulations,
the Company will notify you promptly thereof and will forthwith amend or supplement the
Offering Circular (in form and substance satisfactory to your counsel) so that, as amended or
supplemented, the Offering Circular or Offering Statement, as the case may be, will comply
with the 1933 Act and the 1933 Act Regulations and will not contain any untrue statement of a
material fact or omit to state a material fact necessary in order to make the statements therein,
in the light of the circumstances existing at the time it is delivered to a Subscriber, not
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misleading, and will use its best efforts to cause any such amendment or supplement to become
qualified, and the Company will furnish to you copies of such amendment or supplement
pursuant to Section 5(c) hereof. For the purposes of this subsection, the Company will furnish
such information with respect to itself as you may from time to time reasonably request.

(2) The Company will endeavor in good faith, in cooperation with you, to
qualify the Notes for offering and sale under the applicable securities or "blue sky" laws of
Indiana and each other jurisdiction agreed upon by you and the Company, to the extent
required under the laws of such jurisdiction. In each jurisdiction where the Notes shall be so
qualified, the Company will make and file such statements and reports as are or may be
required by the laws of such jurisdiction to continue such qualification in effect for a period of
not less than one year from the qualified date of the Offering Statement.

(h) Subject to the terms hereof and thereof, the Company will do and perform
all things required to be done or performed by it prior to the Closing Time pursuant to the
Operative Documents.

(1) The Company will use the proceeds from the sale of the Notes in the
manner specified in the Offering Circular under the caption "Use of Proceeds."

(3 The Company will make generally available to the Trustee and the
Placement Agent as soon as practicable, but not later than 45 days after the close of the period
covered thereby, an earnings statement (in form complying with the provisions of Section
11(a) of the 1933 Act and Rule 158 under the 1933 Act Regulations) covering a period of
twelve (12) months beginning not later than the first day of the Company's fiscal quarter next
following the qualification date of the Offering Statement. The Placement Agent will deliver
such earnings statement to the holders of the Notes upon written request by the individual
holders.

(k) The Company will file with the Commission such reports on Form 2-A as
may be required pursuant to Rule 463 under the 1933 Act and the 1933 Act Regulations and
will submit to you, as soon as practicable after the filing thereof, sufficient copies of such
reports.

SECTION 6. Expenses. Whether or not the transactions contemplated by
this Agreement are consummated or this Agreement subsequently is terminated, the Company
shall pay all costs and expenses incident to the performance of the obligations of the Company
under this Agreement, including, without limitation, all costs and expenses in connection with
(a) the issuance, sale, and delivery of the Notes pursuant to this Agreement (including all
transfer and other taxes, if any, payable thereon); (b) the filing, printing, duplication, and
delivery of the offering statement as originally filed and each amendment thereto (including all
exhibits thereto), each preliminary Offering Circular, the Offering Circular and any
amendments thereof and supplements thereto, the "blue sky" memorandum, this Agreement,
and other documents supplied to the Placement Agent in connection with the offering; (c) the
fees and disbursements of counsel and accountants for the Company; and (d) the filing fees and
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expenses incurred in connection with qualifying the Notes under the laws of certain
jurisdictions as aforesaid and in connection with the review of the terms of the offering by the
NASD, including the fees and disbursements of your counsel in connection therewith and in
connection with any "blue sky" survey or memorandum.

Whether or not the transactions contemplated by this Agreement are
consummated or this Agreement subsequently is terminated, the Company also shall reimburse
the Placement Agent, on an actual, accountable, out-of-pocket basis (and exclusive of the fees
and commissions provided for in Section 4) for the cost of Placement Agent's legal counsel
not to exceed $49,000.

SECTION 7. Conditions of Placement Agent Obligations. The obligations
of the Placement Agent hereunder and the occurrence of the Closing hereunder, are subject to
the accuracy, as of the date hereof and the Closing Time (as if made at the Closing Time), of
the representations and warranties of the Company herein contained, to the performance by the
Company of its obligations hereunder, and to the following further conditions:

(a) The Offering Statement shall initially become qualified by the Commission
not later than 5:00 P.M., Indianapolis, Indiana time on March 15, 2003, or at such later time
and date as may be agreed to in writing between you and the Company; and, at the Closing
Time, (i) no stop order suspending the qualification of the Offering Statement shall have been
issued under the 1933 Act, (ii) no proceeding relating to the accuracy or completeness of the
Offering Statement or the Offering Circular or that might result in suspension of the use of the
Offering Statement or Offering Circular shall have been initiated or threatened by the
Commission, and (iii) all requests for additional information on the part of the Commission
shall have been complied with to your reasonable satisfaction.

(b) At Closing Time the Placement Agent shall have received:

(i) The favorable opinion of C. Richard Davis, counsel for the
Company, dated as of the Closing Time, in form and substance satisfactory to the Placement
Agent, to the effect that:

(A) The Company has been duly organized and
is validly existing under the laws of Indiana with full
power and authority to conduct the business in which it
is engaged as described in the Offering Circular and to
enter into the Operative Documents to which it is a
party and to perform its obligations hereunder and
thereunder.

(B) The Company is duly qualified or registered

as a foreign limited liability company in each
jurisdiction in which the ownership of its properties or
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the conduct of its business make such qualification or
registration necessary.

(C) Each Subsidiary has been duly organized
and is validly existing under the laws of the jurisdiction
in which it has been organized with full power and
authority to conduct the business in which it is engaged
as described in the Offering Circular.

(D) Each Subsidiary is duly qualified or
registered as a foreign limited liability company or
partnership in each jurisdiction in which the ownership
of its properties or the conduct of its business make such
qualification or registration necessary.

(E) There are no options, warrants, or other
agreements or preemptive, conversion, or other
preferential purchase rights granted or issued by or
binding upon the Company for the purchase or
acquisition of any of the Notes other than as described
in the Offering Circular or pursuant to this Agreement.

(F) The Notes conform to the description thereof
contained in the Offering Circular and Indenture of
Trust and the certificates to be issued to evidence the
Notes are in due and proper form.

(G) This Agreement has been duly and validly
authorized, executed, and delivered by the Company
and, assuming due authorization, execution and delivery
by the other party or parties hereto, is a valid and
binding agreement and is enforceable against the
Company in accordance with its terms.

(H) The Escrow Agreement has been duly and
validly authorized, executed, and delivered by the
Company and, assuming due authorization, execution
and delivery by the other party or parties hereto, is a
valid and binding agreement and is enforceable against
the Company in accordance with its terms.

(I) The Indenture of Trust has been duly and
validly authorized, executed, and delivered by the
Company and, assuming due authorization, execution
and delivery by the other party or parties hereto, is a

17



valid and binding agreement and is enforceable against
the Company in accordance with its terms.

(J) The execution and delivery of the Operative
Documents, the performance of the obligations set forth
herein or therein, and the consummation of the
transactions contemplated hereby or thereby or in the
Offering Circular do not and will not conflict with or
result in a breach of any of the terms, conditions, or
provisions of, or constitute a default under or result in a
violation of, (i) any of the Operative Documents; (ii) the
charter documents, articles of organization, operating
agreement, or other organizational documents of the
Company or any Subsidiary; (iii) any law, order, rule,
or regulation of any court or governmental authority
having jurisdiction over the Company, any Subsidiary,
or any of their respective assets or properties; or (iv) to
the best knowledge of such counsel, any bond,
debenture, note, other evidence of indebtedness,
contract, indenture, mortgage, loan agreement, lease,
joint venture, or other agreement or instrument to which
the Company or any Subsidiary is a party or by which
they or any of them or any of their respective assets or
properties are bound, which conflict, breach, default, or
violation described in this clause (iv) has had or would
have a material adverse effect upon any of the
transactions contemplated by the Operative Documents
or in the Offering Circular, or upon the earnings,
business affairs, properties, business prospects, or
condition (financial or otherwise) of the Company or
any Subsidiary.

(K) No consent, approval, authorization, or
order of any court or governmental agency or body is
required in connection with the issuance, sale, or
delivery of the Notes pursuant to this Agreement or the
consummation of the transactions contemplated by the
Operative Documents or the Offering Circular except
such as may be required under the 1933 Act, the 1933
Act Regulations, state securities or "blue sky" laws, and
as described in the Offering Circular.

(L) To the best knowledge of such counsel, the
Company and the Subsidiaries have all franchises,
grants, authorizations, licenses, permits, consents,
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certificates, and orders ("licenses") necessary for each
of them to conduct the business in which it is engaged,
as described 1in the Offering Circular, except for any
license the absence of which would not have a material
adverse effect on the earnings, business affairs,
properties, business prospects, or condition (financial or
otherwise) of the Company and the Subsidiaries and
except as described in the Offering Statement and the
Offering Circular. To the best knowledge of such
counsel, all such licenses are valid and in full force and
effect.

(M) Neither the Company nor any Subsidiary (i)
is in violation of its articles of organization, operating
agreement or other organizational documents, or, to the
best knowledge of such counsel, (ii) is in violation of
any law, order, rule, or regulation of any court or
governmental authority having jurisdiction over the
Company, any Subsidiary, or any of their respective
assets or properties, or (iii) is in default in the
performance or observance of any other obligation,
agreement, covenant, or condition contained in any
bond, debenture, note, other evidence of indebtedness,
contract, indenture, mortgage, loan agreement, lease,
joint venture, or other agreement or instrument to which
it is a party or by which any of its respective properties
are bound, which default described in this clause (iii)
has had or would have a material adverse effect upon
any of the transactions contemplated by the Operative
Documents or in the Offering Circular or upon the
earnings, business affairs, properties, business
prospects, or condition (financial or otherwise) of the
Company and the Subsidiaries.

(N) There is no action, suit, proceeding, or, to
the best knowledge of such counsel, investigation before
or by any court or governmental agency or body,
domestic or foreign, now pending or, to the best
knowledge of such counsel, threatened against or
affecting the Company or any Subsidiary or any
manager or officer of the Company or any Subsidiary or
to which any of their respective assets or properties are
subject, that is required to be disclosed in the Offering
Statement (other than as disclosed therein), or if
determined adversely to the Company or any Subsidiary
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or any such manager or officer would have a material
adverse effect on the purchase and sale of the Notes or
would result in any material adverse change in the
earnings, business affairs, business prospects, or
condition (financial or otherwise) of the Company and
the Subsidiaries or would have a material adverse effect
on the properties or assets of any of them.

(O) There is no pending legal or governmental
proceeding or, to the best knowledge of such counsel,
investigation to which the Company or any Subsidiary
or any of their managers or officers is a party or to
which any of their property is subject that is not
described in the Offering Statement, including ordinary
routine litigation incidental to their business, that is,
considered in the aggregate, material to any of them or
their respective properties or assets.

(P) There are no contracts or documents that are
required to be described in the Offering Statement or the
Offering Circular or to be filed as exhibits to the
Offering Statement by the 1933 Act or by the 1933 Act
Regulations that have not been so described or filed.

(Q) Neither the Company nor any Subsidiary is
an "investment company," as that term is defined in the
Investment Company Act of 1940, as amended, or is
subject to regulation under such Act.

(R) The Offering Statement is qualified under
the 1933 Act Regulations and, to the best knowledge of
such counsel, no stop order suspending the qualification
of the Offering Statement has been issued under the
1933 Act or proceedings for that purpose initiated or
threatened by the Commission.

(S) At the time the Offering Statement initially
became qualified and at the time any post-qualification
amendment thereto became qualified, the Offering
Statement and the Offering Circular (except as to the
financial statements and other financial and statistical
information included therein, as to which no opinion
need be rendered) complied as to form in all material
respects with the requirements of the 1933 Act
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Regulations, Form 1-A under the 1933 Act Regulations
and the 1933 Act.

(T) The provisions of the articles of organization
and operating agreement of the Company, as in effect
on the date of the Offering Circular, are valid and
enforceable under the laws of Indiana.

(U) Such counsel has reviewed the statements in
the Offering Circular under the caption "Description of
the Subordinated Notes" and such statements are correct
and complete in all material respects and constitute a
fair presentation of all information purported to be set
forth therein.

In addition, such counsel shall state that such counsel has participated in the preparation of the
Offering Statement and the Offering Circular and each amendment or supplement thereto and
that no facts have come to such counsel's attention that lead such counsel to believe that the
Offering Statement (other than the financial statements and other financial and statistical
information included therein, as to which such counsel need express no belief), at the time the
Offering Statement initially became qualified or at the time any post-qualified amendment
thereto became qualified, contained an untrue statement of a material fact or omitted to state a
material fact required to be stated therein or necessary to make the statements therein not
misleading or that the Offering Circular (other than the financial statements and other financial
and statistical information included therein, as to which such counsel need express no belief),
at the time the Offering Statement initially became qualified or at the time any post-qualified
amendment thereto became qualified or at the Closing Time, contained an untrue statement of
a material fact or omitted to state a material fact necessary in order to make the statements
therein, in light of the circumstances under which they were made, not misleading.

In giving its opinion, such counsel may rely as to matters of law other than
federal law and the laws of Indiana upon an opinion or opinions of other counsel satisfactory
to you and addressed and delivered to you at the Closing Time, which opinion or opinions
shall be in form and substance satisfactory to you or to your counsel.

The opinions expressed in paragraphs ((G), (H), (I) and (J) above as to the
enforceability of the documents referred to therein may be qualified to the extent that such
enforceability may be limited by bankruptcy, insolvency, reorganization, liquidation,
moratorium, and other similar laws affecting the rights and remedies of creditors generally.
Moreover, such counsel may state in its opinion that the enforceability of such documents is
subject to general principles of equity (regardless of whether such enforceability is considered
in proceedings in equity or at law).

(ii) The favorable opinion of your counsel, dated as of Closing Time,
with respect to the Offering Statement, the Offering Circular, and such other matters as you
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may reasonably require. In giving their opinion, such counsel may rely (without making other
investigations with respect thereto) upon the opinion delivered pursuant to Section 7(b)(i)
hereof.

(c) At the time the Offering Statement initially became qualified, you shall
have received from Katz, Sapper & Miller, LLP a letter dated such date, in form and
substance as attached on Exhibit "B".

(d) At Closing Time you shall have received from Katz, Sapper & Miller,
LLP a letter, dated as of Closing Time, in form and substance satisfactory to you, to the effect
that it reaffirms the statements made in the letter furnished by it pursuant to subsection (c¢) of
this Section, except that the specified date referred to shall be a date not more than five
business days prior to Closing Time.

(e) At Closing Time you shall have received a memorandum, addressed to
you, prepared by your counsel and relating to the securities or "blue sky" laws of the
jurisdictions designated by the Company in accordance with the provisions of Section 5(g)
hereof, supplying information concerning the extent to which and conditions upon which offers
made by the Offering Circular and sale of the Notes sold at Closing Time will be in
compliance with such securities or "blue sky" laws and indicating the "blue sky" action, if
any, that was taken in each of such jurisdictions so as to permit such offers and sales indicated
in such survey. Such memorandum (which shall be understood not to constitute an opinion of
law) may be based upon an examination of the statutes and regulations, if any, of such
jurisdictions as reported in standard compilations and upon interpretive advice obtained from
representatives of certain securities commissions.

(f) At the Closing Time, you shall have received a written certification from
the appropriate officers of the Company as to the accuracy and completeness of the Offering
Circular and the Offering Statement.

(g) At Closing Time, there shall not have been, since the respective dates as
of which information is given in the Offering Statement and the Offering Circular, any
material adverse change in the earnings, business affairs, properties, business prospects, or
condition (financial or otherwise) of the Company and the Subsidiaries, or any casualty loss or
material condemnation that would have a material adverse effect on the earnings, business
affairs, properties, business prospects, or condition (financial or otherwise) of the Company or
its Subsidiaries, whether or not arising in the ordinary course of business, or that would
materially adversely affect the purchase or sale of the Notes, and you shall have received a
certificate of the President or Executive Vice President of the managing member of the
Company, dated as of Closing Time, to the effect, to the best knowledge of such officer, that
(i) there has been no such material adverse change, (ii) the representations and warranties in
Section 2 are true and correct with the same force and effect as though expressly made at and
as of Closing Time, (iii) the Company has complied with all agreements and satisfied all
conditions on its part to be performed or satisfied at or prior to Closing Time, and (iv) all
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conditions to the obligations of the Placement Agent and the Closing under this Section 7 have
been and are satisfied at and as of the Closing Time.

(h) If any of the conditions specified in this Section 7 shall not have been
fulfilled when and as required to be fulfilled, this Agreement and all of your obligations
hereunder may be terminated by you by notifying the Company of such termination in writing
or by telegram at any time at or prior to Closing Time and any such termination shall be
without liability of any party to any other party, except that the provisions of Sections 6, 9,
and 10 hereof shall survive such termination.

SECTION 8. Conditions of the Company's Obligations. The obligations of
the Company to close hereunder are subject: (i) to the accuracy of the representations and
warranties of the Placement Agent contained herein, which must be true and correct as of the
date hereof and at Closing Time; (ii) to the performance by the Placement Agent of its
obligations hereunder; and (jii) to the obtaining of legally valid and binding subscriptions for
at least $2,650,000 in Notes and receipt by the Escrow Agent of full payment of the purchase
price for such Notes on or before the Offering Termination Date. If any of the conditions
specified in this Section 8 shall not have been fulfilled when and as required to be fulfilled,
this Agreement and all obligations of the Company hereunder may be terminated by the
Company by notifying you of such termination in writing or by telegram at any time at or
prior to Closing Time, and any such termination shall be without liability of any party to any
other party, except that the provisions of Sections 6, 9, and 10 hereof shall survive such
termination.

SECTION 9. Indemnification. (a) The Company agrees to indemnify and
hold harmless the Placement Agent, and each person, if any, who controls the Placement
Agent within the meaning of Section 15 of the 1933 Act, as follows:

(i) against any and all loss, liability, claim, damage, and expense
whatsoever arising out of any untrue statement or alleged untrue statement of a material fact
contained in the Offering Statement (or any amendment thereto), or the omission or alleged
omission therefrom of a material fact required to be stated therein or necessary to make the
statements therein not misleading, or arising out of any untrue statement or alleged untrue
statement of a material fact contained in any offering circular or the Offering Circular (or any
amendment or supplement thereto) or the omission or alleged omission therefrom of a material
fact necessary in order to make the statements therein, in light of the circumstances under
which they were made, not misleading;

(ii) against any and all loss, liability, claim, damage, and expense
whatsoever to the extent of the aggregate amount paid in settlement of any litigation or of any
investigation or proceeding by any governmental agency or body, commenced or threatened,
or by any claim whatsoever based upon any such untrue statement or omission, or any such
alleged untrue statement or omission, if such settlement is effected with the written consent of
the Company; and
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(1ii) against any and all expense whatsoever (including, subject to
Section 9(c), the fees and disbursements of counsel chosen by you) reasonably incurred in
investigating, preparing, or defending against any litigation or investigation or proceeding by
any governmental agency or body, commenced or threatened, or any claim whatsoever based
upon any such untrue statement or omission, or any such alleged untrue statement or omission,
to the extent that any such expense is not paid under (i) or (ii) above; provided, however, that
this indemnity agreement does not apply to any loss, liability, claim, damage, or expense to
the extent, but only to the extent, arising out of any untrue statement or omission or alleged
untrue statement or omission made in reliance upon and in conformity with written information
contained in the Section of the offering circular captioned "Underwriting” furnished to the
Company by or on behalf of you expressly for use in the Offering Statement (or any
amendment thereto) or any preliminary Offering Circular or the Offering Circular (or any
amendment or supplement thereto).

(b) The Placement Agent agrees to indemnify and hold harmless the Company
and each manager or officer of the Company who signed the Offering Statement, and each
person, if any, who controls the Company, within the meaning of Section 15 of the 1933 Act,
against any and all loss, liability, claim, damage, and expense described in the indemnity
agreement contained in subsection (a) of this Section, but only with respect to and to the extent
arising out of untrue statements or omissions, or alleged untrue statements or omissions, made
in the Offering Statement in reliance upon and in conformity with written information
contained in the section of the Offering Circular captioned "Underwriting" furnished to the
Company by the Placement Agent expressly for use in the Offering Statement or any
preliminary offering circular or the Offering Circular.

(c) Each indemnified party shall give prompt written notice to the
indemnifying party of any action commenced against it in respect of which indemnity may be
sought hereunder by an indemnified party. Failure to so notify an indemnifying party shall not
relieve such indemnifying party from any liability that it may have otherwise than on account
of this Agreement. After such notice, if an indemnifying party shall acknowledge in writing to
such indemnified party that such indemnifying party shall be liable under this Section 9 for all
loss, liability, claim, damage, and expense of the indemnified party in connection with such
action, such indemnifying party may participate at its own expense in the defense of such
action. If it so elects within a reasonable time after receipt of such notice, an indemnifying
party may assume the defense of such action with counsel chosen by it and approved by the
indemnified parties defendant in such action, unless such indemnified parties reasonably object
to such assumption on the ground that the named parties to any such action (including any
impleaded parties) include both such indemnified parties and the indemnifying party and such
indemnified parties reasonably believe that there may be legal defenses available to them
which are different from or in addition to those available to such indemnifying party. If an
indemnifying party shall have assumed the defense of such action in accordance with the
preceding sentence, the indemnifying party shall not be liable for any fees and expenses of
counsel for the indemnified parties incurred thereafter in connection with such action. In no
event shall an indemnifying party be liable for fees and expenses of more than one separate
firm of attorneys (in addition to any local counsel) for all indemnified parties in connection
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~ with any one action or separate but substantially similar or related actions in the same
jurisdiction arising out of the same general allegations or circumstances. All such fees and
expenses of counsel for indemnified parties that the indemnifying party shall be responsible to
reimburse shall be reimbursed as they are incurred.

SECTION 10. Contribution. In order to provide for just and equitable
contribution in circumstances in which the indemnity agreement provided for in Section 9 is
for any reason held to be unenforceable by a court of competent jurisdiction, although
applicable in accordance with its terms, the Company, on the one hand, and the Placement
Agent, on the other hand, shall contribute to the aggregate losses, liabilities, claims, damages,
and expenses of the nature contemplated by such indemnity agreement incurred by the
Company and the Placement Agent (a) in such proportion as is appropriate to reflect the
relative benefits received by the Company, on the one hand, and the Placement Agent, on the
other, from the offering of the Notes or (b) if the allocation provided by clause (a) above is not
permitted by applicable law, in such proportion as is appropriate to reflect not only the relative
benefits referred to in clause (a) above but also the relative fault (as determined by a court of
competent jurisdiction or a panel of arbitration) of the Company, on the one hand, and the
Placement Agent, on the other, in connection with the statements or omissions that resulted in
such losses, liabilities, claims, damages, and expenses, as well as any other relevant equitable
considerations. The relative benefits received by the Company, on the one hand, and the
Placement Agent, on the other, shall be deemed to be in the same proportions as the total
proceeds from the offering (before deducting expenses) received by the Company bear to the
total commissions received by the Placement Agent. The relative fault of the Company, on the
one hand, and the Placement Agent, on the other, shall be determined by reference to, and
among other things, whether the untrue or alleged untrue statement of a material fact or the
omission to state a material fact relates to information supplied by the Company, on the one
hand, or by the Placement Agent, on the other, and the parties' relative intent, knowledge,
access to information, and opportunity to correct or prevent such statement or omission.

The parties agree that it would not be just or equitable if contribution
pursuant to this Section 10 were determined by pro rata allocation or by any other method of
allocation which does not take into account the equitable considerations referred to in the
immediately preceding paragraph. Notwithstanding the provisions of this Section 10, the
Placement Agent shall not be required to contribute any amount in excess of the commissions
received by the Placement Agent from the sale of Notes. No person guilty of fraudulent
misrepresentation (within the meaning of Section 11(f) of the 1933 Act) shall be entitled to
contribution from any person who was not guilty of such fraudulent misrepresentation.

For purposes of this Section, each person, if any, who controls the Placement
Agent within the meaning of Section 15 of the 1933 Act shall have the same rights to
contribution as the Placement Agent and each manager or officer of the Company who signed
the Offering Statement, and each person, if any, who controls the Company within the
meaning of Section 15 of the 1933 Act shall have the same rights to contribution as the
Company.
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SECTION 11. Survival of Representations, Warranties and Agreements.
All representations, warranties, and agreements contained in this Agreement or contained in
certificates of the Company submitted pursuant hereto, shall remain operative and in full force
and effect, regardless of any investigation made by or on behalf of the Placement Agent or any
controlling person of the Placement Agent, or by or on behalf of the Company, and shall
survive Closing Time.

SECTION 12. Effective Date of this Agreement and Termination

Thereof.

(a) This Agreement shall become effective immediately upon acceptance and
delivery hereof by the Placement Agent.

(b) The Placement Agent may terminate this Agreement by notice to the
Company at any time at or prior to Closing Time in accordance with the provisions of Section
7 hereof or (i) if there has been, since the respective dates as of which information is given in
the Offering Statement, any material adverse change in the earnings, business affairs,
properties, business prospects, or condition (financial or otherwise) of the Company or the
Subsidiaries, whether or not arising in the ordinary course of business, as in the judgment of
the Placement Agent would make it inadvisable to proceed with the offering, sale, or delivery
of the Notes; or (i) if there has occurred any outbreak of hostilities or other calamity or crisis
the effect of which on the financial markets of the United States is such as to make
impractical, in your judgment, the offering, sale, or delivery of the Notes.

(c) The Company may terminate this Agreement by notice to the Placement
Agent in accordance with the provistons of Section 8 hereof.

(d) Any termination of this Agreement shall be without liability of any party
to any other party, except that the provisions of Sections 6, 9, and 10 hereof shall survive such
termination.

(e) Notice of termination of this Agreement pursuant to subsection (b) of this
Section, shall be given by telephone, facsimile, or telegram and confirmed in writing in
accordance with Section 13 hereof.

SECTION 13. Notices. Except as herein otherwise provided, all
communications hereunder shall be in writing and, if sent to the Placement Agent, shall be
mailed, delivered via messenger or facsimile, or telegraphed and confirmed to Indiana
Securities, LLC, 1705 North Meridian Street, Indianapolis, Indiana 46202, or if sent to the
Company, shall be mailed, delivered, telecopied, or telegraphed and confirmed at 3755 East
82nd Street, Suite 120, Indianapolis, Indiana 46240, Attention: C. Richard Davis.

SECTION 14. Parties. This Agreement shall inure to the benefit of and be
binding upon the Placement Agent, the Company, and their respective successors. Nothing
expressed or mentioned in this Agreement is intended or shall be construed to give any person,
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firm, or corporation, other than the parties hereto and their respective successors and the
controlling persons and the managers and officers referred to in Sections 9 and 10 hereof, any
legal or equitable right, remedy, or claim under or in respect of this Agreement or any
provision herein contained; this Agreement and all conditions and provisions hereof being
intended to be and being for the sole and exclusive benefit of the parties hereto and their
respective successors and such controlling persons and officers and directors, and for the
benefit of no other person, firm, or corporation.

SECTION 15. Entire Contract; Governing Law. This Agreement and the
Escrow Agreement contain all of the representations and the entire contract between the parties
hereto and supersede any previous agreement between the parties with respect to the matter
contained herein, oral or written. This Agreement shall be governed by the laws of the State
of Indiana (other than the choice of law rules thereof).

If the foregoing is in accordance with your understanding of our agreement,
please sign and return to us a counterpart hereof, whereupon this instrument together with all
counterparts will become a binding agreement between the Company and you in accordance
with its terms.

Very truly yours,
DAVIS HOMES, LLC

By:  Davis Holding Corporation,
Managing Member

By:

C. Richard Davis
Executive Vice President

Confirmed and accepted as of the date first above written:

INDIANA SECURITIES, LLC

By:
Frank D. Neese, Managing Member
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DAVIS HOMES, LLC.
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The undersigned‘ organizer, desiring to form: a limited
liability company (the "Company") pursuant to the provisions of the
Indiana Business Flexibility Act, as amended (the "Act"), executes
the following Articles of Organlzatlon

ARTICLE I
Name

ThRe name of the Company is "Davis Homes, LLC."

= " ARTICLE II

) o] LT

-~ - %)

s = = Reqlstered office and Reglstered Agent

-I el -

3 fectidn 2.1. Registered Office. The address of the

'‘Regisfered Office of the Company is 3755 East 82nd Street, Suite
‘F20, dlahapolls, Indlana 46240. :

Section 2.2. Registered Agent. The name and address of the
Company’s registered agent for service of process is Ronald F.
Shady, Jr., Esqg., 135 North Pennsylvania Street, 2000 First Indiana
Plaza, Indianapolis, Indiana 46204.

ARTICLE III

Period of Existence

Section 3.1. The period during which- the- _Company shall
continue - is perpetual until the occurrence of an "Event of

Dissociation” (as defined below), unless the business of the
Company 1is continued by the consent of a Majority in Interest of
the Members (defined as remaining Members whose percentage
interests in both profits and capital total more than fifty percent
(50%)) obtained within ninety (90) days after the occurrence of
such event. "Event of Dissociation" means: '

(a) the bankruptcy, dissolution and/or commencement of
winding up of a Member. ‘

(b) the withdrawal of a Member .from the Company.
(c) when a Member ceases to be a Member by reason of the
transfer of such Member’s interest in the Company.

(d) the death or incompetency of a. Member who is an
individual. : :




- amendment hereto, or to add any provisién to these Articles or to

ARTICLE IV
Management
Management of the business and affairs of the Company is

vested in Davis Holding Corporation, an Indiana corporation, who is
and shall be the sole "Manager" of the Company as provided in I.cC.

"23 18-1-14 and I C. 23-18-4-1 of the Act.

-

ARTICLE V
‘Amendment of Articles....

The Company‘reserves the right to amend, ‘alter, change or
repeal any provision contained in these Articles, or in any

any amendment hereto, in any manner now or hereafter prescribed or
‘permitted by the provisions of the ‘Act or any amendment thereto;
provided that the written consent is first obtained of the Members
whose aggregate percentage interests in the Company total one

hundred percent (100%) of the aggregate percentage interests in the
Company.

IN WITNESS WHEREOF, the undersigned, being the sole organlzer‘ : j
of the Company, hereby executes these Articles and verifies subject |

to the penalties of perjury that the facts contained herein are |
true.

This instrument prepared by Ronald F. Shady, Jr., Attorney at Law,
Klineman, Rose and Wolf, 135 North Pennsylvania Street, 2000 First
Indiana Plaza, Indianapolis, Indiana 46204-2456; (317) .264-5000.

wi\wpdata\rfs\davis\mailard\organiza.art -2 - 11/30/94
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OPERATING AGREEMENT
OF
DAVIS HOMES,’ LLC

This Operating Agreement (the "Agreement") for DAVIS
HOMES, LLC (the "Company") is entered into and shall be effective
as of the day of December, 1994, by and among DAVIS HOLDING
CORPORATION an Indiana corporation, DAVIS INVESTMENTS, L.P., an
Indiana llmlted partnership, and ELLER RUN DEVELOPMENT
CORPORATION, an Indiana corporation, pursuant to the provisions
of the Indiana Business Flexibility Act, on the following terms
and conditions: ' :

ARTICLE I
THE COMPANY -

1.1 Formation. The parties hereto do hereby form a
limited liability company (the "Company") for the purpose of
conducting business within the State of Indiana and shall cause
Articles of Organization for the Company to be filed with the
Indiana Secretary of State. The Company and this Agreement shall
; become effective upon the filing of the Articles of Organization,
B pursuant to, in accordance with, and for purposes of, the
provisions of the Act. '

1.2 Name. The name of the Company shall be DAVIS
HOMES, LLC and all business of the Company shall be conducted in
such name and/or under the such other names as may be lawfully
approved and adopted by the Company.

1.3 Purpose. The purposes of the Company shall be as
follows: : . '

(a) To own, develop, construct, hold, sell, finance,
refinance and otherwise deal w1th re51dent1al and/or
commercial real property: ‘ -

E (b) To deal in services and take other appropriate
steps to further the financial interests of the
Company;

: (c) To enter partnership agreements in the capacity of
5 ~a General Partner or a Limited Partner, to become a

' member of a joint venture or a limited liability
company, or to participate in some other form of
"syndication for investment; and

(d) To engage in any cther lawful business or
activity.

Opera‘ting ‘Agreement .
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1.4. Place of Business. The principal place of

.business of the Company shall be located at 3755 East 82nd

Street, Suite 120, Indianapolis, Indiana 46240 or at such other
place in the State of Indiana as may be approved by the Members.

1.5 Term. The term of the Company shall commence on
the date the Articles of Organization are filed and shall be

perpetual, ‘unless earlier terminated or liquidated 1n accordance -

with the terms of this Agreement.

1.6 - Statutory Compliance. The Company shall exist
under and be governed by, and this Agreement shall be construed
in accordance with, the applicable laws of the State of Indiana.
The Members shall make all filings and disclosures required by,
and shall otherwise comply with, all such laws. The Members
shall execute and file in the appropriate records any assumed or
fictitious name certificates and other documents and instruments
as may be necessary or approprlate with respect to the formation
of, and conduct of business by, the Company, including, but not
limited to, the filing of the Articles of Organization.

1.7 Title to Property. All real and personal property
owned by the Company shall be owned by the Company as an entity
and no Member shall have any ownership interest in such property
in its individual name or right, and each Member's interest in
the Company shall be personal property for all purposes. The
Company shall hold all of its property in the name of the Company
and not in the name of any Member.

1.8 Payments of Member Obligations. The Members shall
use the Company's credit and assets solely for the benefit of the

Company and no asset of the Company shall be transferred or

" encumbered for or in payment of any individual obligation of a

Member.

"1.9  Definitions. Capltallzed words and phrases used
in this Agreement have the following meanings:

(a) "Act" means the Indiana Business Flexibility Act, as

‘ set forth in I.C. §§ 28-18-~-1-~1 et seq., as amended from
time to time (or any corresponding prov151ons of
succeeding law).

(b) "Affiliate" means, with respect to any Person, (i) any -

Person directly or indirectly controlling, controlled

by, or under common control with such Person, (ii) any |

Person owning or controlling ten percent (10%) or more
of the outstanding voting interests of such Person,
(iii) any officer, director, or general partner o6f such
. Person, or (iv) any Person who is an officer, director,
general partner, trustee, or holder of ten percent

Operating Agreement.
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(c)

(d)

(10%) or more of the voting interests of any Person
described in clauses (i) through (iii) of this’
sentence. For purposes of this definition, the temrm
"controls," "is contrclled by," or "is under common
control with" shall mean the possession, directly or
indirectly, of the power to direct or cause the
direction of the management and policies of a person or
entity, whether through the ownership of votlng
securities, by contract or otherwise.

"Agreement" means this Operating Agreement, as amended
from time to time. Words such as "herein,"
"hereinafter," "hereof," "hereto," and "hereunder"
refer to this Agreement as a whole, unless the context
otherw1se requires. ‘

"Bankruptcy" means, with respect to any Person, a
"Voluntary Bankruptcy" or an "Involuntary Bankruptcy."
A "Voluntary Bankruptcy" means, with respect to any
Person, the inability of such Person generally to pay

.- its debts as such debts become due, or an admission in

writing by such Person of its inability to pay its
debts generally or a general assignment by such Person
for the benefit of creditors; the filing of any
petition or answer by such Person seeking to adjudicate
it a bankrupt or insolvent, or seeking for. itself any
liquidation, winding up, reorganization, arrangement,
adjustment, protection, relief, or composition of such
Person or its debts under any law relating to
bankruptcy, insolvency, or reorganization or relief of
debtors, or seeking, consenting to, or acquiescing in
the entry of an.order for relief or the appointment of
a receiver, trustee, custodian, or other similar
official for such Person or for any substantial part of
its property: or corporate action taken by such Person
to authorize any of the actions set forth above. An

"Involuntary Bankruptcy" means, with respect to any
p

Person, without the consent or acquiescence of such
Person, the entering of an order for relief or
approving a petition for relief or reorganization or
any other petition seeking any reorganization,

' arrangement, composition, readjustment, liquidation,

dissolution, or other similar relief under any present

‘or future bankruptcy, insolvency, or similar statute,

law, or regulation, or the filing of any such petition
against such Person which petition shall not be
dismissed within ninety (90) days, or, without the
consent or acquiescence of such Person, the entering of
an order appointing a trustee, custodlan, receiver or
liquidator of such Person or of all or any substantial
part of the property of such Person which order shall

Operating Agreement
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not be dismissed within sixty (60) days.

(e) "Business Day" means a day of the year on which banks
are not required and/or authorized to close in
Indianapolis, Indiana.

(£) "cCapital Account" means, with respect to any Member,
the Capital Account maintained in accordance with the
- following provisions:

(1) To each Member's Capital Account there
shall be credited such Member's Capital
Contributions, such Member's distributive share of
Profits and any items in the nature of income or
gain which are specially allocated pursuant to
Section 3.2 or Section 3.3 hereof, and the amount
of any Company liabilities assumed by such Member
.or which are secured by any Property distributed
to such Member; .

(ii) To each Member's Capital Account there
shall be debited the amount of cash and the Gross
Asset Value of .any Property distributed to such
Member pursuant to any provision of this
Agreement, such Member's distributive share of
Losses and any items in the nature of expenses or
losses which are specially allocated pursuant to
Section 3.2 or Section 3.3 hereof, and the amount
of any liabilities of such Member assumed by the
Company or which are secured by any property
contributed by such Member to the Company.

. (iii) In determining the amount of any
llablllty for purposes of Sections 1.9(f) (i) and
1.9(f) (ii) hereof, there shall be taken into

. account Code Sectlon 752(c) and any other ..
applicable provisions of the Code and Regulations.

The foregoing provisions and the other provisions of
this Agreement relating to the maintenance of Capital
_Accounts are intended to comply with Regulations:
Section 1.704-1(b), and shall be interpreted and
applied in a manner consistent with such Regulations.
In the event the Members shall determine that it is
prudent to modify the manner in which the Capital
Accounts, or any debits or credits thereto (including,
without limitation, debits or credits relating to
liabilities which are secured by contributed or
distributed property or which are assumed by the
Company or the Members), are computed in order to
comply with such Regulations, the Members may make such
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.modlflcatlon, prov1ded that it is not likely to have a

material effect on the amounts distributable to any
Member upon the dissolution of the Company. The
Members also shall (i) make any adjustments that are

" necessary or appropriate to maintain equality between

the Capital Accounts of the Members and the amount of
Company capital reflected on the Company's balance
sheet, as computed for book purposes in accordance with
Regulations Section 1.704-1(b) (2) (iv)(g), and (ii) make
any appropriate modifications in the event
unanticipated events might otherwise cause this
Agreement not to comply with Regulations Section 1.704-
1(b).

"Capital Contributions" means, with respect to any
Member, the amount of money and the initial Gross Asset
Value of any property (other than money)'contributed to
the Company with respect to the Company interest held
by such Member pursuant to the terms of this Agreement.
The principal amount of a promissory note which is not
readily traded on an established securities market and
which is contributed- to the Company by the maker of the
note (or a Person related to the maker of the note
within the meaning of Regulations Section 1.704-
1(b) (2) (ii) (¢) shall not be included in the Capital
Contribution of any Member until the Company makes a
taxable disposition of the note or until (and to the
extent) principal payments are made on the note, all in
accordance with Regulations Section l 704-
l(b)(2)(lv)(d)(2) :

"Code" means the Internal Revenue Code of 1986, as
amended from time to time (or any corresponding
provisions of succeeding law). _

"Company" means the limited liability company formed by
this Agreement and the limited liability company
continuing the business of this Company in the event of
dissolution as herein provided.

"Company Minimum Gain" has the same meaning as set
forth in Regulations Sections 1.704- 2(b)(2) and 1.704-
2(d) for Partnership Minimum Gain.

"Depreciation" means, for each Fiscal Year, an amount
equal to the depreciation, amortization, or other cost
recovery deduction allowable with respect to an asset
for such Fiscal Year, except that if the Gross Asset
Value of an asset differs from its adjusted basis for
federal income tax purposes at the beginning of such
Fiscal Year, Depreciation shall be an amount which

Operating Agreement
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bears the same ratio to such beginning Gross Asset
Value as the federal income tax depreciation,
amortization, or other cost recovery deductions for
such year or other period bears to such beginning
adjusted tax basis; provided, however, that if the
adjusted basis for federal income tax purposes of an
asset at the beginning of such Fiscal Year is zero,
Depreciation shall be determined with reference to such
beginning Gross Asset Value using any reasonable method
selected by the Members. , '

"Fiscal Year" means (i) the period commencing on the
effective date of this Agreement and ending on December
31st, (ii) any subsequent twelve (12) month period
commencing on January lst and ending on December 31st,
or (iii) any portion of the period described in clause
(ii) for which the Company is required to allocate
Profits, Losses, and other items of Company income,
gain, loss, or deduction pursuart to Article III
hereof. : '

"Gross Asset Value" means, with respect to any asset,
the asset's adjusted basis for federal 1ncome tax
purposes, except as follows:

(i) The initial Gross Asset Value of any
asset contributed by a Member to the Company shall
be the gross fair market value of such asset, as
determined by the. Members; -

(ii) The Gross Asset Values of all Company
assets shall be adjusted to equal their respective
gross fair market values as of the following
times: (a) the admission of an additional Menber;

- (b) the distribution by the Company to a Member
(other than normal distributions of cash flow) as
consideration for an interest in the Company; and
(c) the liquidation of -the Company within the
meaning of Regulations Section 1.704-

1(b) (2) (ii)y(g)-

: (iii) The Gross Asset Value of any Company
asset distributed to any Member shall be adjusted
to equal the gross fair market value of such asset
on the date of distribution as determined by the
Members; and

(iv) The Gross Asset Values of -Company
assets shall be increased (or decreased) to
reflect any adjustments to the adjusted basis of
such assets pursuant to Code Section 734(b) or

Operating Agreement
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Code Section 743(b), but-only.to the extent that
such adjustments are taken into account in
determining Capital Accounts pursuant to
Regulations Section 1.704-1(b) (2) (iv) (m) and
Sections 1.9(w) (vi) and 3.2(c) hereof; provided,
however, that Gross Asset Values shall not be
adjusted pursuant to this Section 1.9(m) (iv) to
the extent the Members determine that an
adjustment pursuant to Section 1.9(m) (ii) hereof
is necessary or appropriate in connection-with a
transaction that would otherwise result in ‘an
adjustment pursuant to this Section 1.9(m) (iv).

If the Gross Asset Value of an asset has been
determined or adjusted pursuant to Section 1.9(m) (i),
Section 1.9(m) (ii), or Section 1.9(m) (iv) hereof, such
Gross Asset Value shall thereafter be adjusted by the
Depreciation taken into account with respect to such
asset for purposes of computing Profits and Losses.

-"Interest" means with respect to a Member such Member's

interest in the Profits and Losses of the Company, as
set forth on Exhibit "A"Y" of this Agreement.

"Issuance Items" has the meaning set forth in Section
3.2(f).

"Nonrecourse Deductions" has the meaning set forth .in

Section 1.704-2(b) (1) of the Regulations.

“Nonrecourse Liability" has the meaning set forth in
Section 1.704-2(b) (3) of the Regulations.

"Member Nonrecourse Debt" has the same meaning as is
set forth in Section 1.704-2(b) (4) of the Regulatlons
for Partner Nonrecourse Debt.

"Member Nonrecourse Minimum Gain" means an amount, with
respect to each Member Nonrecourse Debt, equal to the
Company Minimum Gain that would result if such Member
Nonrecourse Debt were treated as a Nonrecourse

Liability, determined in accordance with Section 1. 704-,:

2(1i) (3) of the Regulations.

"Member Nonrecourse Deductions" has the same meaning

.set forth in Sections 1.704-2(i) (1) and 1.704-2(1i) (2)

of the Regulations for Partner Nonrecourse Deductions.

"Members" means those individuals and entities
executing this Agreement as Members. "Member" means
any one of the Members.

Operating Agreement . _
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"Person'" means any individual, partnership,
corporation, trust, or other entity.

"profits" and "Losses" means, for each Fiscal Year, an
amount equal to the Company's taxable income or loss

- for such Fiscal Year, determined in accordance with'

Code Section 703(a) (for this purpose, all items of
income, gain, loss, or deduction required to be stated
separately pursuant to Code Section 703(a) (1) shall be
included in taxable income or loss), with the following
adjustments:

(i) Any income of the Company that is exempt
from federal income tax and not otherwise taken
into account in computing Profits or Losses
pursuant to this Section 1.9(w) shall be added to
such taxable income or loss;

- (ii) .~ Any expenditures of the Company
described in Code Section 705(a) (2) (B) or treated
as Code Section 705(a) (2) (B) expenditures pursuant
to Requlations Section 1.704-1(b) (2)(iv) (i), and
not otherwise taken into account in computing
Profits or Losses pursuant to this Section 1.9(w)
shall be subtracted from such taxable income or
loss;

(iii) In the event the Gross Asset Value of
any Company asset is adjusted pursuant to ‘
Section 1.9(m) (ii) or Section 1.9(m)(iii) hereof,
the amount of such adjustment shall be taken into
account as gain or loss from the disposition of
such asset for purposes of computing Profits or
Losses;

(iv) Gain or loss resulting from any
disposition of Property with respect to which gain
or loss is recognized for federal income tax '
purposes shall be computed by reference to the
Gross Asset Value of the Property disposed of,
notwithstanding that the adjusted tax basis of
such Property differs from its Gross Asset Value;

{v) In lieu of the depreciation,
amortization, and other cost recovery deductions
taken into account in computing such taxable
income or loss, there shall be taken into account
Depreciation for such Fiscal Year or other period,
computed in accordance with Section 1.9(m) hereof;
and ‘ ‘ '

Operating Agreement
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(vi) To the extent an adjustment to the
adjusted tax basis of any Company asset pursuant
to Code Section 734(b) or Code Section 743(b) is
required pursuant to Regulations Section
1.704-1(b) (2) (iv) (m) (4) to be taken into account
in determining Capital Accounts as a result of a
distribution other than in liquidation of a _
Member's interest in the Company, the amount of
such adjustment shall be treated as an item of
gain (if the adjustment increases the basis- of the
asset) or loss (if the adjustment decreases the
basis of the asset) from the disposition of the
asset and shall be taken into account for purposes
of computing Profits or Losses; and

(vii) Notwithstanding any other provision of
‘this Section 1.9(w), any items which are
specifically allocated pursuant to Section 3.3
"hereof shall not be taken into account in
computing Profits or Losses. ‘

(x) "Property" means all real and personal property
acquired by the Company and any improvements thereto,
~and shall include both tangible and intangible
property. ‘

(Y) "Regulations" means the Income Tax Regulations,
including Temporary Regulations, promulgated under the
Code, as such regulations may be amended from time to
time (including corresponding provisions of succeeding
regulations). :

(z) FTransfer" means, as a noun, any voluntary or
involuntary transfer, sale, pledge or other disposition
and, as a verb, voluntarily or involuntarily to
transfer, sell, pledge or otherwise dispose of.

ARTICLE II
CAPITAL CONTRIBUTIONS

2.1 Members. The names, addresses, initial capital
Contributions, and the percentage interests of each of the
Members are set forth on Exhibit "A" hereto and incorporated by
. reference herein.

2.2 Additional cCapital Contributions. The Members
shall not be required to make any additional capital
contributions and in no event shall a Member be personally liable
for any losses, obligations, or debts of the Company in excess of
1ts respective initial capital contribution, except as
Specifically agreed upon by such Member. :

Operating Agreement
for pavis Homes, LLC -9-




2.3 Other Matters.

(a) Except as otherwise provided in this Agreement, no
Member shall demand or receive a return of its Capital
Contributions or withdraw from the Company without the consent of
all Members. Under-circumstances requiring a return of any
Capital Contributions, no Member shall have the right to receive

property other than cash except as may be specifically provided
herein.

(b) No Member shall receive any interest, salary or
drawing with respect to its Capital Contributions or its Capital
Account or for services rendered on behalf of the Company or

. otherwise in its capacity as Member, except as otherwise provided

in this Agreement.

(c) Except as otherwise provided in this Article II,
no Person shall be admitted to the Company as a Member w1thout

_the unanimous consent of the Members

ARTICLE III
ALLOCATIONS

3.1 Profits and Losses. After g1v1ng effect to the
Special Allocations set forth in sections 3.2 and 3.3 hereof,
Profits and Losses for any Fiscal Year shall be allocated among
the Members in accordance with their percentage interests in the
Profits and Losses of the Company, as set forth in Exhibit “aw
attached hereto and 1ncorporated herein.

3.2 Special Allocations The following special allocatlons
shall be made in the following order: .

(a) Minimum Gain Chargeback. Except as otherwise
provided in Section 1.704-2(f) of the Requlations, ' :
notwithstanding any other provision of this Article III, if there
is a net decrease in Company Minimum Gain during any Company
Fiscal Year, each Member shall be specially allocated items of
Company income and gain for such Fiscal Year (and, if necessary,
subsequent Fiscal. Years) in an amount equal to such Member's
share of the net decrease in Company Minimum Gain, determined in
accordance with Regulations Section 1.704-2(g). Allocations
pursuant to the previous sentence shall be made in proportion to
the respective amounts required to be allocated to each Member
pursuant thereto. The items to be so allocated shall be
determined in accordance with Sections 1.704-2(f)(6) and 1.704-
2(3) (2) of the Regulations. This Section 3.2(a) is intended to
comply with the minimum gain chargeback requirement in such

Section of the Regulatlons and shall be interpreted consistently
therewith.
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(b) Member Minimum Gain Chargeback. Except as
otherwise provided in Section 1.704~2(i) (4) of the Regulations,
notwithstanding any other provision of this Article III, if there
is a net decrease in Member Nonrecourse Debt Minimum Gain
attributable to a Member Nonrecourse Debt during any Company
Fiscal Year, each Member who has a share of the Member
Nonrecourse Debt Minimum Gain attributable to such Member
Nonrecourse Debt, determined in accordance with Section
1.704-2(1) (5), shall be specially allocated items of Company
income and gain for such Fiscal Year (and, if necessary, -
subsequent Fiscal Years) in an amount equal to such Member's
share of the net decrease in Member Nonrecourse Debt Minimum Gain
attributable to such Member Nonrecourse Debt, determined in
accordance with Regulations Section 1.704-2(i) (4). Allocations
pursuant to the previous sentence shall be made in proportion to
_the respective amounts required to be allocated to each Member
pursuant thereto. The items to be so allocated shall be
determined in accordance with Sections 1.704-2(1) (4) and
1.704-2(3) (2) of the Regulations. This Section 3.2(b) is
intended to comply with the minimum gain chargeback requirement
in such Section of the Regulations and shall be interpreted
consistently therewith.

(c) Code Section 754 Adjustment. To the extent an
adjustment to the adjusted tax basis of any Company asset
pursuant to Code Section 734(b) or Code Section 743 (b) is
required, pursuant to Regulations Section 1.704-1(b) (2) (iv) (m) (2)
or Regulations Section 1.704-1(b) (2) (iv) (m) (4), to be taken into
account in determining Capital Accounts, as a result of a
distribution to a Member in complete liquidation of interests the
amount of such adjustment to the Capital Accounts shall be
treated as an item of gain (if the adjustment increases the basis
of the asset) or loss (if the adjustment decreases such basis)
-and such gain or loss shall be specifically allocated to the
Members in accordance with their interests in the Company in the
event Regulations Section 1.704-1(b) (2) (iv) (m) (2) applies, or to
the Members to whom such distribution was made in the event that
Regulations Section 1.704-1(b) (2) (iv) (m) (4) applies.

(d) Nonrecourse Deductions. Nonrecourse Deductions
for any Fiscal Year or other period shall be specially allocated
among the Members in proportion to their Interests in the
Company, as set forth in Exhibit "aA". :

: (e) Member Nonrecourse Deductions. Any Member
Nonrecourse Deductions for any Fiscal Year or other period shall’

be specially allocated to the Member who bears the economic risk
of loss with respect to the Member Nonrecourse Debt to which such
Member Nonrecourse Deductions are attributable in accordance with
Requlation Sections 1.704-2(3) (1) and 1.704-2(i) (2).

gpe"“‘.'jg Agreement
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(f) Allocations Relating. to Taxable Issuance of
Company Interests. Any income, gain, loss or deduction realized
as a direct or indirect result of the issuance of an interest in
the Company to a Member (the "Issuance Items") shall be allocated
among the Members so that, to the extent possible, the net amount
of such Issuance Items, together with all other allocations under
this Agreement to each Member, shall be equal to the net amount
that would have been allocated to each such Member if the
Issuance Items had not been realized.

3.3 Curative AlloJations,' The allocations set forth
in Sections 3.2(a), 3.2(b), 3.2(c), 3.2(d), and 3.2(e) hereof
(the "Regulatory Allocations") are intended to comply with
certain requirements of the Regulations. It is the intent of the
Members that, to the extent possible, all Regulatory Allocations
shall be offset either with other Regulatory Allocations or with
special allocations of other items of Company income, gain, loss
or deduction pursuant to this Section 3.3. Therefore,
notwithstanding any other -provision of this Article III (other
than the Regulatory Allocations), the Members shall make such
offsetting special allocations of Company income, gain, loss or
deduction in whatever manner they determine appropriate so that,
after such offsetting allocations are made, each Member's Capital
Account balance is, to the extent possible, equal to the Capital
Account balance such Member would have had if the Regulatory
Allocations were not part of the Agreement and all Company items
were allocated pursuant to Sections 3.1 and 3.2(f). 'In
exercising their discretion under this Section 3.3, the Members
shall take into account future Regulatory Allocations under
Sections 3.2(a) and 3.2(b) that, although not yet made, are
likely to offset other Regulatory Allocations prev1ously made
under Section 3.2(d) and 3. 2(e) .

3.4 oOther Allocatiou Rules.

(a) The Members are aware of the income tax
consequences of the allocations made by this Article III and
hereby agree to be bound by the provisions of this Article III in
reporting their shares of Company income and loss for income tax
purposes.

(b) For purposes of determining the Profits, Losses,
Or any other items allocable to any period, Profits, Losses, and
any such other items shall be determined on a daily, monthly, or
other basis, as determined by the Members using any permissible
method under Code Section 706 and the Regulations thereunder.

(c) Solely for purposes of determining a Member's
Proportionate ‘share of the "excess nonrecourse liabilities" of
the Company within the meaning of Regulations Section
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1.752-3(a) (3), the Members' interests in Company Profits are in
proportion to their Interests, as set forth on Exhibit "A".

(d) To the extent permitted by Section 1.704-2(h) (3)
of the Regulations, the Members shall endeavor not to treat
distributions of cash as having been made from the proceeds of a
Nonrecourse Liability or a Member Nonrecourse Debt.

3.5 Tax Allocations;: Code Section 704(c). 1In
accordance with Code Section 704 (c) and the Regulations i
thereunder, income, gain, loss, and deduction with respect. to any
property contributed to the capital of the Company shall, solely

for tax purposes, be allocated among the Members so as to take

account of any-variation between the adjusted basis of such
property to the Company for federal income tax purposes and its-
initial Gross Asset Value (computed in accordance with -Section
1. 9(m)(1) hereof) . - .

. In the event the Gross Asset Value of- any Company asset
is adjusted pursuant to Section 1.9(m) (ii) hereof, subsequent
allocations of income, gain, loss, and deduction with respect to-
such asset shall. take account of any variation between the
adjusted basis of such asset for federal income tax purposes and
its Gross Asset Value in the same manner as under Code Section
704 (c) and the Requlations thereunder.

Any elections or other decisions relating to such
allocations shall be made by the Members in any manner that
reasonably reflects the purpose and intention of this Agreement.
Allocations pursuant to this Section 3.5 are solely for purposes
of federal, state, and local taxes and shall not affect, or in
any way be taken into account in computing, any Person's Capital
Account or share of Profits, Losses,. other items, or
distributions pursuant to any provisions of this Agreenent.

ARTICLE IV
DISTRIBUTIONS

4.1 Distributions. Except as may be otherwise
provided in this Agreement, the Company shall distribute to the
Members the net cash flow of the Company. Such distributions
shall be made at such times as the Manager shall determine and
shall be distributed among, the Members in proportion to their
Interests in the Company; prov1ded however,. that in all events,
the Company shall distribute to each Member, prior to the end of
the third month following the close of each taxable year of the
Company, an amount equal to such Member's distributive share of
the net taxable income of the Company (as computed for Federal

olncome tax purposes) multiplied by forty-five percent (45%), it
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being the intent of the parties that, at a minimum, each Member
shall receive a distribution of cash equal to the tax liability
generated by such Member's distributive share of the Company's
net taxable income. For purposes of this Agreement, the term
"net cash flow of the Company" means the gross cash proceeds from
Company operations less the portion hereof used to pay or
establish reserves for all Company expenses, debt payments,
capital improvements, replacements, and contingencies, all as:
determined by the Manager. The net cash flow of the Company
shall not be reduced by depreciation, amortization, cost recovery
deductions or similar allowances.

4.2 Amounts Withheld. All amounts withheld pursuant

to the Code or any ‘provision of any state or local tax law with

respect to any payment or distribution to the Company or the
Members shall be treated as amounts distributed to the Members
pursuant to this Article IV for all purposes under this N
Agreement. The Company is authorized to withhold from
distributions, or with respect to allocations, to the Member and
to pay over to any federal, state or local government any amounts
required to be so withheld pursuant to the Code or any provisions
of any other federal, state or local law and shall allocate such
amounts to the Members w1th respect to which such amount was
withheld.

, ~ ARTICLE V ‘
MANAGEMENT; RIGHTS AND DUTIES OF MEMBERS

5.1 General. The initial Manager, or Managing Member,
of the Company shall be DAVIS HOLDING CORPORATION.. The business
and affairs of the Company shall be managed by its Manager.
Except for situations in which the approval of the Members is
expressly required by this Operating Agreement or by nonwaivable.
provisions of applicable law, the Manager shall have full and
complete authority, power and discretion to manage and control
the business, affairs and properties of the Company, to make all
decisions regarding those matters and to perform any and all
other acts or activities customary or incident to the management
of the Company's business. The Manager shall hold office until
the next annual meeting of Members or until its successor shall
have been elected and qualified. The Manager shall be elected by
the affirmative vote of Members holding at least a Majority
Interest. 1In addition to any other rights and powers, the
Manager may exercise the following specific rights and powers
without any further consent of the other Members being required:

(a) To take any and all reasonable and/or
necessary actions to enable the Company to engage
. in the acquisition, development, construction,
operation, management, and/or sale of real estate;

Operating Agreement . :
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(b) To acquire or dispose of real property
(including any interest therein) for cash,
securities, other property, or any combination
thereof upon such terms and conditions as the
Manager may, from time to time, determine
(including, in instances where the property is
encumbered, on either an assumption or a "subject
to" basis); ' . '

(c) To finance the Comﬁany's activities either
with the seller of the property or materials or by
borrowing money from third parties, all on such

‘terms and ‘conditions as the Manager deems

appropriate. 1In instances where money is borrowed
for Company purposes, the Manager shall be, and
hereby is, authorized to pledge, mortgage,
encumber, or grant a security interest in the

'property or materials acquired and/or other

Company assets for the repayment of such loans;

(d)  To employ, retain, or otherwise secure or
enter into other contracts with personnel or firms
to assist in acquiring, developing, improving,
managing, and general operation of the Company's
business, including, but not limited to attorneys,
accountants, architects, business consultants,
contractors and engineers, all on such terms and
for such consideration as the Manager deems
advisable; _ :

(e) To expend thevcapital and income of the
extent permitted by this Agreement;

(f) To ask for, collect and receive any rents,
issues and profits or income from any Property of
the Company, or any part or parts thereof, and/or
any services provided by the Company and to
disburse Company funds for Company -purposes to
those persons entitled to receive same;

(g) To purchase from or through others, contracts
of liability, casualty or other insurance for the
protection of the properties or affairs of the
Company or the Members, or for any purpose
convenient or beneficial to the Company;

(h) To pay all taxes, licenses or assessments of
whatever kind or nature imposed upon or against
the Company or its assets, and for such purposes
to make such returns and do all other such acts or
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things as may be deemed necessary and advisable by
the Company:

(1) To establish, maintain and supervise the
deposit of any monies or securities of the Company
with federally insured banking institutions or
other institutions as may be selected by the .
Manager, in accounts in the name of the Company
with such institutions;

(J) To institute, prosecute, defend, settle,
compromise and dismiss lawsuits or other judicial
or administrative proceedings brought on or in
" behalf of, or against, the Company or the Members
in connection with activities arising out of,
connected with or incidental to this Agreement,
and to engage counsel or others in connection
vtherew1th,

(k) To execute for and on behalf of the Company
all applications for permits and licenses as the
Manager deems necessary and advisable;;

(1)  To perform all ministerial acts and duties
relating to the payment of all indebtedness, taxes
and assessments due or to become due with regard
to the Company, and to give and receive notices,
reports and other communications arising out of or
in connection with the conduct of the Company's
bu51ness, and

(m) To take any and all other actions which are
permitted under applicable law and which are
customary or reasonably related to the Company s
business.

: 5.2 Insurance. The Manager shall procure and
maintain, or cause to be procured and maintained, insurance
sufficient to enable the Company to comply with appllcable laws,
regulatlons and requlrements

5.3 standard of Care. The Manager shall use
‘reasonable efforts to perform its duties hereunder. The Manager
shall devote such of the time of its personnel-to the business of
the Company as may be necessary for the efficient carrying on
thereof. Whenever reasonably requested by any Member, the
Manager shall render a just and faithful account of all dealings
and transactions relating to the business of the Company.
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5.4 Restrictions on_the Manager and Members.

. Notwithstanding anything in this agreement to the contrary,

neither the Manager nor any other Member shall have any authority
to do any of the following acts on behalf of the Company without
the approval of a majorlty, in interest not in numbers, of the

Members:

(a) admitting a new Member to the Company;

(b) doing any act in contravention of this Agreement
or which would make it impossible or unreasonably
burdensome to carry on the business of the Company; or

(¢) ﬁoéseSSihQ any property of the Company, or
assigning the rights of the Company in any of its
property. .

Notwithstanding the above} the Manager have the right

‘to take such actions as it, in its reasonable judgment, deems

necessary for the protection of life or health or the
preservation of Company assets if, under the c1rcumstances, in
the good faith estimation of the Manager, there is insufficient
time to allow the Manager to obtain the approval of the Members
to such action and any delay would materially increase the risk
to life or health or preservation of assets. The Manager shall
notify the Members of each such action contemporaneously
therewith or as soon as reasonably practicable thereafter. Such
authority shall lapse and terminate upon reductiocn of such risk
to life or health or preservation of assets or upon receipt by
the Manager of telephone, telegraphic or written notice from any
Member of his or her dlsapproval of any or all of the proposed
actions.

5.5 Nominees. All Members recognize that sometimes
there are practical difficulties in doing business as a limited
liability company, occasioned by outsiders seeking to satisfy
themselves relative to the capacity of the Manager to act for and
on behalf of the Company, or for other reasons. Therefore, the
Members hereby specifically authorize the Manager to acquire real
and personal property, arrange financing, enter contracts, and
complete any other arrangements needed to effectuate the purpose
of this Company, either in its own name or in the name of a
nominee, without having to disclose the existence of this
Company. If the Manager decides to transact any portion of the
Company's business in its own name or in the namé of a nominee,
the Manager shall place a written declaration of trust in. the
Company books and records that acknowledges the capacity in.which

. it or the nominee acts and the name of the true or equltable

owner, being the Company.
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‘ 5.6 Compensation of Manager. The Manager will receive
an annual fee as compensation for acting as Manager and shall be
entitled to reimbursement for any expenses paid by it arising out
of the business of the Company. The Manager's compensation may
be adjusted annually by a majority vote, in interest not in
numbers, of the Members (including the Manager). It is intended
that the Manager's compensation will be treated for tax purposes
as a payment under Section 707(c) of the Internal Revenue Code,
as amended from time to time.

ARTICLE VI
ACCOUNTING, BOOKS AND RECORDS

6.1 Accounting, Books and Records. The Company shall
maintain at its principal place of business separate books of
account for the Company which shall show a true and accurate
record of all costs and expenses incurred, all charges made, all
credits made and received, and .all income derived in connection
with the operation of the Company business. The Manager shall
determine whether the cash or accrual method of accounting is to
be used in keeping the Company records in preparation of its
annual reports and for tax purposes and shall keep its books
accordingly. The Company's year-end shall be December 31. Each
Member shall, at its sole expense, have the right, at any time
without notice to any other Member, to examine, copy, and audit
the Company's books and records during normal business hours.

6.2 Reports. Within ninety (90) days after the end of
each Fiscal Year, the Company shall provide each Member with a
copy of the balance sheet of the Company as of the last day of
such Fiscal Year, a statement of the Company's cash flow for such
Fiscal Year, a statement of income or loss for the Company for
such Fiscal Year, and a statement of the Members' Capital
Accounts and changes therein for such Fiscal Year. Such
statements shall be reviewed by the Company's accountants.

} 6.3 Tax Returns. The Company shall furnish each
Member with a copy of each income tax return filed by the
Company, together with any schedules or other information which
each Member may require in connection with such Member's own tax
affairs.

A 6.4 Special Basis Adjustment. Unless approved by the
Members, the Company shall not make an election to adjust the

basis of the Company's property in the manner provided in
Sections 734(b) and 743 (b) of the Code.

2 6.5 Tax Matters Member. The Manager shall act as the
"Tax Matters Partner"” under the Code and in any similar capacity
under state or local law. '
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6.6 ~Banking. All funds of the Company shall be
deposited in the Company's name, in such account or accounts with
member banks of the FDIC as may be approved by the Manager;
provided, however, that the Manages may elect to deposit all or a
portion of the funds standing in the Company reserves in
interest-bearing accounts with, or apply such funds to purchase
short-term interest-bearing investments issued or guaranteed as
to payment by, such banks or other financial institutions that
are members of the FDIC or the United States (or its agencies or
1nstrumenta11t1es) Withdrawals of funds from Company accounts
shall be made on such signature or signatures as the Manager may
approve from time to time.

 ARTICLE VII
METHOD OF VOTING; COMPANY MEETINGS; AMENDMENTS

7.1 General. Actions and dec151ons requiring the
approval of the Members pursuant to any provision of this
Agreement may be authorized or made either by vote of the
requlred number of Members taken at a meeting of the Members, or
by unanimous written consent without a meeting.

7.2 Meetings. Any Member may call a meeting to
consider approval of an action or decision under any provision of
this Agreement by delivering to each other Member notice of the
_time and purpose of such meeting at least ten (10) Business Days
before the day of such meeting. A Member may waive the
requirement of notice of a meeting either by attending such
meeting or executing a written waiver before or after such
meeting. Any such meeting shall be held during the Company's
normal business hours at its principal place of business unless
all of the other Members consent in writing or by their
attendance at such meeting to its belng held at another location
or time. :

_ 7.3 Unanimous Consent. Any Member may propose that
the Company authorize an action or decision pursuant to any

provision of this Agreement by unanimous written consent of all
Members in lieu of a meeting. A Member's written consent may be
evidenced by his signature on a counterpart of the proposal or by
a separate writing (including a facsimile) that identifies the
proposal with reasonable specificity and states that such Member
consents to such proposal.

7.4 YVote by Proxy. A Member may vote (or execute a

" written consent) by proxy given to any other Member. Any such
proxy must be in writing and must identify the specific meeting
or matter to which the proxy applies or state that it applies to
all matters (subject to specified reservations, if any) coming
before the Company for approval under any provision of this
Agreement prior to a specified date (which shall not be later

Operating Agreement
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than the first anniversary date of the date on which such proxy
is given). Any such proxy shall be revocable at any time and
shall not be effective at any meeting at which the Member glVlng
such proxy is in attendance

7.6 Records. The Company shall maintain permanent
records of all actions taken by the. Members pursuant to any
provision of this Agreement, including minutes eof all Company
meetings, copies of all actions taken by consent of the Members,
and copies of all proxies pursuant to which one Member votes or
executes a consent on behalf of another.

7.7 Amendments. Any provision of this Agreement may
..be amended from' time to time only upon the affirmative vote of
all of the Members. :

ARTICLE VIII
TRANSFERS

8.1 Restrictions on Transfers. Except as specifically
provided in Section 8.2, no Member shall Transfer all or any
portion of his or her interest 'in the Company or any rights
therein without the consent of the Manager, which consent may be
- withheld for any reason. Any Transfer or attempted Transfer by
any Member in violation of the preceding sentence shall be null
and void and of no force or effect whatever. Each Member hereby
acknowledges the reasonableness of the restrictions on Transfer
imposed by this Agreement in view of the Company purposes and the
relationship of the Members. Accordingly, the restrictions on
Transfer contained herein shall be specifically enforceable.

Each Member hereby further agrees to hold the Company and each
Member (and each Member's successors and assigns) wholly and
completely harmless from any cost, liability, or damage
(including, without limitation, liabilities for income taxes and
costs of enforcing this indemnity) incurred by any of such
indemnified Persons as a result of a Transfer or an attempted
Transfer in violation of this Agreement. '

f

8.2 Right of First Refusal. If the Manager approves a
proposed transfer, then the Member (the "Selling Member")
desiring to Transfer all or a portion of its interest in the
Company shall notify ("Offering Notice") the other Members of its
intention to do so. The Offering Notice shall specify the nature
of the Transfer, the consideration to be received therefor, the
identity of the proposed purchaser (or lender, as the case may
be), and the terms upon which the Selling Member intends to
undertake such Transfer. The non-Selling Members shall have the
right, but not the obligation, to elect to purchase from the
Selling Member all (but not less than all) of the interest in the
Company referred to in the Offering Notice at the same price and
on the same terms as specified in the Offering Notice for a
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period of 30 days after the giving of the Offering Notice (or
make the loan, if the same involves an encumbrance, hypothecation
or mortgage, upon the same terms on which said loan was to be
made) by delivering in writing to the Selling Member an offer to
purchase (or loan) that portion of the interest in the Company of
the Selling Member covered by the Offering Notice. (If more than
one Member elects to so purchase (or loan), the offered interest
in the Company shall be sold to (or the loan shall be made by)
the electing Members in proportion to their respective .
Interests). Within 45 days thereafter, the purchase by the non-
Selling Member(s) of said interest in the Company shall be
consummated on the terms and conditions set forth in the Offering
Notice of the Selling Member (or if the same involves a mortgage,
encumbrance or other. hypothecation, the loan shall be consummated

.upon the terms and conditions of the locan set forth in the

Offering Notice). If within the 30-day period during which the
non-Selling Member(s) have the right to elect to purchase the
Selling Member's interest in the Company (or to elect to make the
loan specified thereln), they do not make such election, then the
Selling Member, within 30 days after the expiration of said 30-
day period, may undertake and complete the Transfer to any Person
the identity of which was disclosed in the Offering Notice. The
Transfer shall not be undertaken at a lower price or upon more
favorable terms to the purchaser (or lender) than specified in
the Offering Notice. If the Selling Member does not consummate
such Transfer within the time scheduled for closing pursuant to
the Offering Notice, whichever is later, then all restrictions of

this Section 8.2 shall apply as though no Offerlng Notice had
been given.

_ ARTICLE IX
ACTION FOR PARTITION

9.1 Waiver of Partition. No Member shall, either
directly or indirectly, take any action to require partition or
appraisement of the Company or of any of its assets or properties
or cause the sale of any Company property, and notwithstanding
any provisions of applicable law to the contrary, each Member
(and its legal representatives, successors or assigns) hereby
irrevocably waives any and all right to maintain any action for
partition or to compel any sale with respect to its Company
interest, or with respect to any assets or properties of the
Company, except as expressly provided in this Agreement.

. ARTICLE X
TERMINATION OF COMPANY .

10.1 Termination Upon Event of Dissociation. The
occurrence of an "Event of Dissociation" shall terminate the .
Company as of the close of business on the last day of the
Calendar month in which such event occurs; provided, however,
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" Operating Agreement

that the Members hay elect to continue the business of the

'~ Company - as herelnafter provided. An Event of Dissociation shall

mean:

(a) the bankruptcy, dissolution and/or commencement of
winding up of a Member;

(b) the withdrawal of any Member from the Company:

(c) a transfef of all of any Member‘s Interest in the’
Company; or :

(d) the death, incapacity, insanity or incompetency of an
individual Member. ' , - -

Following an Event of Dissociation, a majority in interest of the
Members (i.e., Members holding more than fifty percent (50%)
interests in Profits and Capital of the Company) may elect to-
continue the Company business at a special meeting called for
that purpose, which special meeting shall be held within ninety
(90) days after the occurrence of the Event of Dissociation.:

10.2 Voluntary Termination. The Company may be
terminated upon any date specified in a notice of termination,

.signed by all of the Members.

10.3 Effect of a Termination of the Company. Upon the
termination of the Company, regardless of how it is terminated,

.the affairs of the Company shall be wound up by the Manager or if

it refuses to serve, or is 1ncapab1e of serving, a majorlty of
the Members (in interest not in numbers) may appoint or designate
a Trustee-in-Liquidation who shall serve to wind up the affairs
of the Company. The Trustee-in-Liquidation need not be a
commercial or corporate trustee, need not be bonded, and may be a
Member. Whoever serves to wind up the affairs of the Company,
the following procedure shall be followed.,

: Upon such termination, the assets of the Company shall
be applled first to the payment of the outstanding Company
liabilities. Additionally, an appropriate reserve may be
maintained in an amount determined by the Manager or Trustee-in-
Liquidation for any contingent liability until said contingent
liability is satisfied. The balance of such reserve, if any,
shall be distributed, together with any other sum remaining after
Payment of the outstanding Company liabilities, to the Members in
accordance with their capital accounts at the time of said
liquidation.

Nothing contained in this Agreement shall defeat the
right of a Member to require and to have a court-supervised
winding up, liquidation, and dissolution of the Company. No

-
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Member shall be entitled to demand a distribution be made to him
in Company Property, but the Manager may make or direct property

‘distributions to be made, using the property's fair market value

as of the time of dlstrlbutlon as the basis. for making the
dlstrlbutlon

10.4 Compliance With Timing Requirements of

Requlations. In the event the Company is "liquidated" within the

meaning of Treasury Regulation Section 1.704-1(b) (2) (ii) (qg),
distributions shall bel made pursuant to this Article X (if such
liquidation constitutes a dissolution of the Company) or Article
IV (if it does not) to the Members who have positive Capital
Accounts in compliance with Treasury Regulation Section
1.704-1(b) (2) (ii) (b) (2):; provided, however, that in no event
shall a Member be required or compelled to restore any negative
capital account balances or pay to the Company, any creditor of
the Company or any person claiming an interest in the Company,
the amount of any such negative capital account, or any portion

thereof. Distributions pursuant to the preceding sentence may be

distributed to a trust established for the benefit of the Members
for the purposes of liquidating Company assets, collecting
amounts owed to the Company, and paying any contingent or
unforeseen liabilities or obligations of the Company or of the
Members arising out of or in connection with the Company. The
assets of any. such trust shall be distributed to the Members from
time to time, in the reasonable discretion of the Manager, in the
same proportions as the amount distributed to such trust by the
Company would otherwise have been distributed to the Members
pursuant to this Agqreement.

ARTICLE XI
MISCELLANEOUS

11.1 Notices. Any notice, payment, demand, or
communication required or permitted to be given by any provision
of this Agreement shall be in writing and sent by overnight
courier, or by telephone or facsimile, if such telephone
conversation or facsimile is followed by a hard copy of the
telephone conversation or facsimile communication sent by
overnight courier, charges prepaid, addressed as follows: if to
the Company, to the Company at the address set forth in
Section 1.4 hereof, or to such other address as the Company may
from time to time specify by notice to the Members; if to a
Member, to such Member at the address set forth on Exhibit "an
hereto, or to such other address as such Member may from time to
time specify by notice to the Company. Any such notice shall be
deemed to be delivered, given, and received as of the date so
delivered.

) 11.2 Binding Effect. 'Except as otherwise provided in
this Agreement, every covenant, term, and provision of this
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Agreement shall be binding upon and inure to the benefit of the
Members and their respective heirs, legatees, legal :
representatives, successors, transferees, and assigns.

11.3 Construction. Every covenant, term, and

eprovision of this Agreement shall be construed simply according

to its fair meaning and not strictly for or against any Member.
The terms of this Agreement are intended to embody the economic
relationship among the Members and shall not be subject to
modification by, or be conformed with, any actions by the
Internal Revenue Service except as this Agreement may be
explicitly so amended and except as may relate specifically to
the filing of tax returns.

11.4 Time. Time is of the essence with respect to
this Agreement.

11.5 Headings. Section and other headings contained

in this Agreement are for reference purposes only and are not

intended to describe, interpret, define, or limit the scope,
extent, or intent of this Agreement or any provision hereof.

11.6 Severability. Every provision of this Agreement
is intended to be severable. If any term or provision hereof is
illegal or invalid for any reason whatsoever, such illegality or
invalidity shall not affect the valldlty or legality of the
remainder of this Agreement

11.7 Incorporation by Reference. Every exhibit,
schedule, and other appendix attached to this Agreement and

referred to herein is not incorporated in this Agreement by
reference unless this Agreement expressly otherwise provides.

11.8 Further Action. Each Member agrees to perform
all further acts and execute, acknowledge, and deliver any
documents which may be reasonably necessary, appropriate, or-
desirable to carry out the provisions of this Agreement.

11.9 Variation of Pronouns. All pronouns and any
variations thereof shall be deemed to refer to masculine,
feminine, or neuter, singular or plural, as the identity of the
person or persons may require.

11.10 Governing Law. The laws of the State of Indiana
shall govern the validity oﬁ‘thls Agreement, the construction of
its terms, and the interpretation of the rights and duties of the
Members.

11.11 Counterpart Execution. This Agreement may be
executed in any number of counterparts with the same effect as if
all of the Members had signed the same document. All
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counterparts shall be_construedvtogether and shall constitute one
agreement.

11.12 Loans. Any Member may, with the approval of the
Members, lend or advance money to the Company. If any Member
‘shall make any loan or loans to the Company or advance money on
. its behalf, the amount of any such loan or advance shall not be
treated as a contribution to the capital of the Company but shall
be a debt due from the Company. The amount of any such lodn or
advance by a lending Member shall be repayable out of the
. Company's cash and shall bear interest at the rate agreed between
the Company and the lending Member. None of the Members.shall be
ocbligated to make any loan or advance to the Company.

[REMAINDER OF THIS PAGE LEFT BLANK INTENTIONALLY]
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A IN WITNESS WHEREOF, the parties have entered into this
Operating Agreement for the Company, a copy of which has been
delivered to the undersigned, as of the date first above set
forth and each party agrees to make the initial contributions set
forth opposite its name on Exhibit A which is attached hereto and
made a part hereof.

MANAGER:

DAVIS HOLDING CORPORATION
an Indiana corporation

Do I 1 i i i o

ATTEST: .
By:
, Name:
Title: Title:
"Corporate Seal®
DAVIS INVESTMENTS, L.P.
an Indiana limited partnership
‘By: DAVIS HOLDING CORPORATION,
General Partner
ATTEST:
By:
' ' Name:
Title: Title:
"Corporate Seal"
ELLER RUN DEVELOPMENT CORPORATION
an Indiana corporation
ATTEST:
By:
_ ’ Name:
Title: . Title:

"Corporate Seal"

Operating Agreement
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EXHIBIT A

OPERATING AGREEMENT \ i
OF - ‘ i
DAVIS HOMES, LLC. :

: A Percentage
Names and _ Initial Capital Interest
Addresses Contribution Pursuant to in Profits
of Members Section 2.1 and Losses

pavis Holding _ 4 1.00%
Corporation S ' : P
3755 East 82nd St. , A
suite 120 E _ ' N
Indianapelis, . i
Indiana 46240 A S o N

L.P.

3755 East 82nd St.
Suite 120 ‘ ' _ ' ;
‘Indianapolis, - ¥
Indiana 46240 : '

I
. i
‘Davis Investments, ) % f
|
|
§

Eller Run Development o < * %
Corporation . ' |
3755 East 82nd St. ‘ ‘ '
Suite 120
Indianapolis,
Indiana 46240

Operating Agreement
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EXHIBIT B

COMPENSATION TO BE PAID TO
MANAGER

The Members of Davis Homes, LLC, an Indiana limited
liability company (the "Company") having met, considered and

- voted on the matter, have established the compensation to be paid

to the Manager of the Company pursuant to Section 5.6 of the
Operating Agreement for the calendar year of 19 at

‘ ($ -} Dollars. Said compensation
is to be paid without regard to the profits and/or losses of the
Company and in compliance with the provisions of Section 707(c).
of the Internal Revenue Code of 1986, as amended from time to

“time.

q

DAVIS HOMES, LLC,
an Indiana Limited Liability
" Company '

By: DAVIS HOLDING CORPORATION,
Manager

By:

Name:
Title:
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STATE OF INDIANA
QFFICE OF THE SECRETARY OF STATE

CERTIFICATE OF INCORPORATION

OF . ‘ ' .

DAVIS HQOLDING CORPORATION

o Articles of Incorporation of the above corporation, have been presented to
E me at my office accompanied by the fees prescribed by law; that I have
~ found such _ : N . :

% Articles conform to law; all as prescribed by the provisions of the

Indiana Business Corporation Law,

as amended.

HOW; THEREFORE, I hereby issue to such Corporation this Certificate of
Incorporation, and further certify that its corporate existence will begin
December 31, 1991. . : ‘

In Vitness Whereof, I have hereunto set my
hand and affixed the seal of the State of

Indiana, at the City of Indianapolis, this

Thirty-first  day of December , 1991

AN

. STATE

JOSE 1OGSETT, Secretary of State.

v EQE (PEM@

TN

Deputy

‘.....‘........ . %o

1816

I, JOSEPH H. HOGSETT, Secretary of State of ‘Indiana, hereby certify that




ARTICLES OF INCORPORATION
' OF

DAVIS HOLDING CORPORATION

= The undersigned incorporator, desiring to form a corporation
5 Khereinafter referred to as the "Corporation") pursuant to the
¢ - provisions of the Indiana Business Corporation Law, as amended

1 (hereinafter referred to as the "Act"), executes the following
1J. Articles of Incorporation.: . ' A%z -
] A . 7

i3 : oL

?, “ARTICLE 1 "o

i . L —

i Name

i
,/\

A

) -0
‘The name of the Corporation is DAVIS HOLDING CORPORATléi ‘
s en
w

ARTICLE 2
Pﬁrposes and Powers

Section 2.1. Purposes of the Corporation.. The purposes for
which the Corporation is formed are to engage in the transaction of
any or all lawful business for which corporations may now or here-

after be incorporated under the Act, or other laws of the State of
Indiana.

Section 2.2. Powers of the Corporation. The Corporation
shall have (a) powers now or hereafter authorized or vested in
corporations pursuant to the provisions of the Act, (b) all powers
now or hereafter vested in corporations by common law or any other

statute or act, and (c) all powers authorized by or vested ‘in the -

Corporatlon by the provisions of these Articles or by the provi-
sions of its Bylaws as from time to time in effect.

‘ , . ARTICLE 3
Period of Existence

The period during which the Corporation shall continue is
bPerpetual.

L S
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ARTICLE 4
Registered Office and Registered Agent
Section 4.1. Registered Office. ' The address of the

Registered Office of the Corporation is 8250 Haverstick Road, Suite
290, Indianapolis, Indiana 46240.

Section 4.2.‘ Registered Agent. The name and address of the
Corporation's Registered Agent for service of process is C. Richard
Davis, II, 8250 Haverstick Road, Suite 290, Indianapolis, Indiana
46240. .

ARTICLE 5

Terms of. Shares

Section 5.1. Amount. The total number of shares which the
Corporation shall have authority to issue is one thousand (1,000)
shares, without par value.

.Section 5.2. Designations of Classes and Relative Rights of

" shares. All shares of the Corporation shall be of one class and

shall be known as shares of Common Stock. All shares of Common
Stock shall have the same relative rights, preferences, limitations
and restrictions.

Section 5.3. Issue and Consideration for Common. Stock.
Shares of Common Stock may be issued by the Corporation for such
consideration as may be fixed from time to time or agreed upon by
the Board of Directors.

Section 5.4. Voting Rights. Every holder of shares of Common
Stock of the Corporation shall have the right, at every Share-
holders' meeting, to one vote for each share of Common . Stock
standing in his name on the books of the Corporation, except as
otherwise provided in the Act.

«

Section 5.5. Equitable Interests in Shares or Rights. The
Corporation, to the extent permitted by law, shall be entitled to
treat the person in whose name any share is registered on the books
of the Corporation as the owner thereof, for all purposes, and
shall not be bound to recognize any equitable or other claim to, or
interest in, such share on the part of any. other person, whether or
not the Corporation shall have notice thereof.

Section 5.6. Dissolution. Pursuant to Indiana Code Section
23-1-25-1, upon dissolution of the Corporation the net assets of
the Corporation shall be distributed prorata among the then Share-

holders based on the relative number of shares held by .such Share-
holders.
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ARTICLE 6
Directors
Secticn 6.1. Number of Directors. The initial Board of

Directors is composed of four (4) members. The number of Directors
may be from time to time fixed by the Bylaws of the Corporation at

any number.
directors,

Sectio

In the absence of the Bylaw fixing the number of
the number shall be four (4).

n_6.2. Names and Post Office Addresses of the

Directors.

The names and post office addresses of the initial-

Board of Directors of the Corporation are:

Name

Charles R. Davis
C. Richard Davis,
Bradley C. Davis
Michael B. Davis

Number and Street City, State, Zip
, 8250 Haverstick Rd. Indianapolis, IN 46240
ITI 8250 Haverstick Rd. Indianapolis, IN 46240
8250 Haverstick Rd. - Indianapolis, IN 46240
8250 Haverstick Rd. Indianapolis, IN 46240

Section 6.3. Qualifications of Directors. The gqualifications
of Directors of the Corporation shall be prescrlbed by the Bylaws

of the Corporatlon

ARTICLE 7
Incorporator

The name and post office address of the incorporator of the
Corporation is:

Charles R. Davis
8250 Haverstick Road
Indianapolis, Indiana 46240.

ARTICLE 8

Provisions for Regulation of Business
and Conduct of Affairs of Corporation

Section 8.1. Location of Meetings. Meetings of the Share-
holders, the Board of Directors or any committees of the Board of
Directors may be held at such place, within or without the State of
Indiana, as may be spe01f1ed in the respectlve notices or waivers

of notice thereof.

Section 8.2. Bylaws. The Board of Directors of the Corpora-
tion shall have the power, without the assent or vote of the Share-
holders, to make, alter, amend or repeal the Bylaws of the Corpora-
tion, but the affirmative vote of a number of Directors equal to a

Articles of Incorporation Davis Holding Corporation Page 3
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majority of the number who would constitute a full Board of
Directors at the time of such action shall be necessary to take any
action for the making, alteration, amendment or repeal of the
Bylaws.

Section 8.3. Provisions for Working Capital. The Board of
Directors of the Corporation shall have power, from time to time,
to fix and determine and to vary the amount to be reserved as
working capital of the Corporation and, before the payment of, any
dividends, (it may set aside out of the net profits of the Corpora-
tion such sum or sums as it may from time to time in its absolute
discretion determine to be proper, whether as a reserve fund to
meet contingencies or for the equalizing of dividends, or for
repairing or maintaining any property of the Corporation, or for an
addition to surplus, or for any corporate purposes that the Board
of Directors shall deem conducive to the best interest of the
Corporation, subject only to such limitations as the Bylaws of the
Corporation may from time to time impose.

Section 8.4. Interest of Directors in Contracts. Any
contract or other transaction between the Corporation and one or
more of its Directors, or between the Corporation and any firm or
entity of which one or more of its Directors are members or
employees, or in which they are interested, or between the Corpora-
tion and any corporation, partnership or association of which one
or more of its Directors are shareholders, members, directors,
officers, or employees, or in which they are interested, or in
which the Corporation is a member, shareholder, or otherwise
interested, shall be valid for all purposes, notwithstanding such
Director's or Directors' participation in such action, if the fact
of such interest shall be disclosed or known to the Board of
Directors and the Board of Directors shall, ' nevertheless,
authorize, approve or ratify such contract or transaction by a vote
of a majority of the disinterested Directors present, notwith-
standing the fact that such majority of the disinterested Directors
present may not constitute a quorum, a majority of the Board of
Directors, or a majority of the Directors present at the meeting at
which the contract or transaction is' considered. This Section
shall not be construed to invalidate any contract or other transac-
tion which would otherwise be valid under the common and statutory
law applicable thereto. '

Section 8.5. Indemnification. Every person who is or was a
Director, Officer or employee of the Corporation shall be indem-
nified by the Corporation =against all liability and reasonable
expense incurred by such person in his or her official capacity,
Provided that such person is determined in the manner specified in
Indiana Code Section 23-1-37-8 (as that Section may be amended from
time to time) to be eligible for indemnification. Upon demand for
Such indemnification, the Corporation shall proceed as provided in
‘Indiana cCode Section 23-1-37-12 (as that Section may be amended
from time to time) to determine whether such person is entitled to
indemnification. Nothing contained in this Section 8.5 shall limit
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or preclude the exercise of any right relating to indemnification
of or advance of expenses to any Director, Officer, employee or
agent of the Corporation or the ability of the Corporation to
otherwise indemnify or advance expenses to any Director, Officer,
employee or agent.

Section 8.6. Insurance. The Corporation may purchase and
maintain insurance on. behalf of any person who is or was a
Director, Officer, employee or agent of the Corporation or is or
was serving at the request of the Corporation as a Director,
Officer, employee or agent or another corporatlon against any

‘11ab111ty asserted against him and incurred by him in any capacity
or arising out of his status as such, whether or not the Corpora-
tion would have the power to indemnify him against such liability
under the provisions of this Section or otherwise.

Section 8.7. Direction of Purposes _and Exercise of Powers by -
Directors. The Board of Directors, subject to any specific limita-
tions or restrictions imposed by the Act or these Articles of
Incorporatlon, shall direct: the carrying out of the purpose and
exercise the powers of the Corporation, without previous authoriza-
tion or subsequent approval by the Shareholders of the Corporation.

Section 8.8. Amendment of Articles of Incorporation. The
Corporatlon reserves the right to amend, alter, change or repeal
any provision contained in these Artlcles of Incorporation, or in
any amendment hereto, or to add any prOVlSlon to these Articles of
Incorporation or to any amendment hereto, in any manner now or
hereafter prescribed or permitted by the provisions of the Act or
any amendment thereto, or by the provisions of any other applicable
statute of the State of Indiana; and all rlghts conferred upon
Shareholders in the Articles of Incorporation or any amendment
hereto are granted subject to this reservation.

IN WITNESS WHEREOF, the undersigned, being the sole incorpora-
tor designated in Article 7 hereof, executes these Articles of
Incorporation and verifies subject to the penalties of perjury that
the facts contalned herein are true.

PPl &

Charles R. Davis -

——

This instrument prepared by Albert Caproni, III, Attorney at Law,
MERRITT & TENNEY, 200 Galleria Parkway, N.W., Sulte 500, Atlanta,
Georgia 30339-3151, (404) 952-6550.
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BYLAWS

OF
DAVIS HOLDING CORPORATION

ARTICIE T. OFFICES

Section 1 Principal Office. The principal office for
the transaction of the business of the corporation shall be

located at such place as may be fixed from time to time by the
Board of Directors.

Section 2. Other Offices. Branch offices and places
of business may be established at any time by the Board of
Directors at any place or places where the corporation is
qualified to do business, whether within or without the State of
Indiana.

ARTICLE II. SHAREHOLDERS' MEETINGS

Section 1. Meetings, Where Held. Any meeting of the
shareholders of the corporation, whether an annual meeting or a’
special meeting, may be held either at the principal office of
the corporation or at any place in the United States within or
without the State of Indiana. ‘

Section 2. Annual Meeting. The annual meetlng of the
shareholders of the corporation shall be held on the third
Tuesday of the third month following the end of the fiscal year
of the corporation; provided, that if said day shall fall upon a
legal holiday, then such annual meeting shall be held on the next
day thereafter ensuing which is not a legal holiday. At an
annual meeting of shareholders, any matter relating to the
affairs of the corporation, whether or not stated in the notice
of the meeting, may be brought up for action except matters which
the Indiana Business Corporatlon Law requires to be stated in the
’notlce of the meeting.

Section 3. Special Meetings. A special meeting of the
shareholders, for any purpose or purposes whatsocever, may be
called at any time by the Chairman of the Board, President, a
majority of the Board of Directors, or one or more shareholders
- holding not less than twenty-five percent (25%) of the voting
power of the corporation. Such a call for a special meeting must
state the purpose of the meetlng

Section 4. Notice of Meetings. Unless waived, written
notice stating the place, day, and hour of each meeting, and, in
the case of a special meeting, the purpose or purposes for which

the meeting is called, shall be delivered to each shareholder not

less than ten (10) days (or not less than any such other minimum

Period of days as may be prescribed by the Indiana Business
Corporation Law) nor more than sixty (60) days before the date of
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the meeting either perscnally or by first class mail by, or at
the direction of, the directors, the President, the Secretary or
the officer or persons calling the meeting. If mailed, such
notice shall be deemed to be delivered when deposited in the
United States mail with first class postage thereon prepaid,
addressed to the shareholder at his address as it appears on the
stock transfer books of the corporation. The notice of any '
annual or special meeting shall also include, or be accompanied
by, any additional statements, information, or documents
prescribed by the Indiana Business Corporation Law. When a
meeting is adjourned to another time or place, it shall not ‘be
necessary to give any notice of the adjourned meeting if the time
and place to which the meeting is adjourned are announced at the
meeting at which the adjournment is taken, and at the adjourned
meeting any business may be transacted that might have been
transacted on the original date of the meeting. If, however,
after the adjournment the Board fixes a new record date for the
adjourned meeting, a notice of the adjourned meeting shall be
given to each shareholder on the new record date. '

Section 5. Waiver of Notice. Notice of any annual or
special meeting may be waived by any shareholder, either before
or after the meeting; and the attendance of a shareholder at a
meeting, either in person or by proxy, shall of itself constitute
waiver of notice and waiver of any and all objections to the
place or time of the meeting, or to the manner in which it has
been called or convened, except when a shareholder attends solely
for the purpose of stating, at the beginning of the meeting, an
objection or objections to the transaction of business at such
meeting. :

Section 6. ‘Quorum, Voting, and Proxy. Shareholders
representlng a majority of the common stock issued and
outstanding shall constitute a quorum at a shareholders' meeting.
If a quorum is present, the .affirmative vote of the majority of

- the shares represented at the meeting and entitled to vote on the

subject matter shall be the act of the shareholders, unless the
vote of a greater number of voting by classes or series is
required by the Articles of Incorporation or by the Indlana
Business Corporatlon Law.

Each common shareholder shall be entitled to one vote
for each share of common stock owned. Any shareholder who is
entitled to attend a shareholders' meeting, to vote thereat, or
tc execute consents, waivers, or releases, may be represented at
such meeting or vote thereat, and execute consents, waivers, and
releases, and exercise any of his other rights, by one or more
agents, who may be either an individual or individuals or any
domestic or foreign corporatlon, authorized by a written proxy
executed by such person or by his attorney-in-fact. A telegram
or cablegram transmltted by a shareholder shall be deemed a

Bylaws . ' ' Davis Holding Corporation page 2




written proxy. No proxy shall be valid after the expiration of
eleven months from the date thereof unless otherwise provided in
the proxy. Every proxy shall be revocable at the pleasure of the
person executing it, except as otherwise provided by the Indiana
-Business Corporation Law. If a proxy expressly provides, any

- prexy holder may appoint in writing a substitute to act in his
place. .

Section 7. No Meeting Necessary, When. Any action
required by law or permitted to be taken at any shareholders!'
meeting may be taken without a meeting if written consent,
setting forth the action so taken, shall be signed by all
shareholders entitled to vote with respect to the subject matter
thereof. Such consent shall have the same force and effect as a
unanimous vote of the shareholders held at a duly called
shareholder meeting and shall be filed with the Secretary and
recorded in the Minute Book of the corporation.

ARTICLE TITI. BOARD OF DIRECTORS

Section 1. Functions and Definitions. The business
and affairs of the corporation shall be managed by a governing

board, which is herein referred to as the "Board of Directors" or

"directors" notwithstanding that only one director legally =
constitutes the Board. The use of the phrase "entire Board" or
"full Board" in these Bylaws refers to the total number of

directors which the corporatlon would have if there were no
vacancies. g

Section 2. Qualifications and Number. Each director
shall be at least eighteen years of age. A director need not be
a shareholder, a citizen of the United States, or a resident of
the State of Indiana. The initial Beard of Directors shall be
elected by the Incorporator. The number of directors constl—
tuting the entire board shall be four (4) members.

4 Section 3. Election and Tenure. Each director elected
by the Incorporator named as such in the Articles of Incorpora-
tion shall hold office until the first annual meeting of share-
holders and until his successor is elected and qualified, or
until his earlier resignation, removal from office, or death. At
the first annual meeting of the shareholders and at each annual
meeting thereafter, directors shall be elected, and each shall
hold office until the next annual meeting of shareholders and
until their successors are elected and qualified, or until their
earlier resignation, removal from office, or death. In such

elections, the persons having a plurality of votes shall be
~elected.

Section 4. Powers. The Board of Directors shall have
authorlty to manage the affairs and exercise the powers,
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privileges, and franchises of the corporation as they may deem
expedient for the interests of the corporation, subject to the
terms of the Articles of Incorporation, bylaws, any valid
Shareholders' Agreement, and such policies and directions as may
be prescribed from time to time by the shareholders. /
Section 5. Meetings. The annual meeting of the Board
of Directors shall be held without notice immediately following
the annual meeting of the shareholders, on the same date and at
the same place as said annual meeting of the shareholders.. The
Board by resolution may provide for regular meetings, which may
be held without notice as and when scheduled in such resoclution.
Special meetings of the Board may be called at any time by the
- Chairman of the Board, the President, or by any two (2) or more
directors. The Board of Directors, or any committee designated
by the Board of Directors, may participate in a meeting of such
Board or committee by means of conference telephone or similar
communications equipment in which all perscns participating in
the meeting can hear each other; and participation in such a.
meeting pursuant to this Section shall constitute presence in
person at such meeting.

v Section 6. Notice and Waiver; Quorum. Notice of any
special meeting of the Board of Directors shall be given to each

director personally or by mail, telegram, or cablegram addressed’

"to him at his last known address, at least one day prior to the
meeting. Such notice may be waived, either before or after the
meeting; and the attendance of a director at any special meeting

shall of itself constitute a waiver of notice of such meeting and
of any and all objections to the place or time of the meeting, or

to the manner in which it has been called or convened, except
where a director states, at the beginning of the meeting, any
such objection or objections to the transaction of business. A
majority of the Board of Directors shall constitute a quorum at
any directors' meeting.

Section 7. No Meeting Necessary, When. Any action
required by law or permitted to be taken at any meeting of the
Board of Directors may be taken without a meeting if written
consent, setting forth the action so taken, shall be signed by
all the directors. Such consent shall have the same force and
effect as a unanimous vote of the Board of Directors at a duly

called meeting and shall be filed with the Secretary and recorded:

in the Minute Book of the corporation.

_ Section 8. Voting. At all meetings of the Board of
Directors each director shall have one vote and, except as

otherwise provided herein or provided by law, all questions shall -

be determined by a majority vote of the directors present.

Bylaws Davis Holding Corporation Page ‘4




'y

Section 9. Removal. Any one or more directors or the
entire Board of Directors may be removed from office, with or
without cause, but only by the affirmative vote of the holders of
all of the shares entitled to vote at any shareholders' meeting
with respect to which notice of such purpose has been given.

Section 10.  Vacancies. Any vacancy occurring in the
Board of Directors shall be filled by the affirmative vote of a
majority of the remaining directors, even though less than a
quorum, or by the sole remaining director, as the case may be, or
by the shareholders if the vacancy is not so filled or if no
director remains, and when so filled such appointee shall serve

for the unexpired term of the director to whose place he
succeeds.

Section 11. Distributions. The Board of Directors may
declare distributions to the shareholders payable in cash or
other property at such times and in such amounts as the Board of
Directors may deem appropriate, except that no distribution may -
be made if, after giving effect to the distribution, the :
corporation would not be able to pay its debts as they become due
in the usual course of business, or the corporation's total
assets would be less than the sum of its total liabilities plus
the amounts, if any, that would be needed to satisfy the

preferential rights of shareholders having preferential rights to

the shareholders receiving the distribution if the corporation
was dissolved at the time of the distribution.

Section 12. Committees. In the discretion of the
Board of Directors, said Bcard from time to time may elect or
appoint, from its own members, an Executive Committee or such
other committee or committees as said Board may see fit to
establish. Each such committee shall consist of two (2) or more
directors, and each shall have and may exercise such authority
and perform such functions as the Board by resolution may
prescribe within the limitations imposed by law.

Section 13. Officers, Salaries, and Bonds. The Board

- of Directors shall elect all officers of the corporation and fix

their compensation, unless pursuant to resolution of the Board
the authority to fix compensation is delegated to the President.
The fact that any officer is a director shall not preclude him
from receiving a salary or from voting upon the resolution
providing the same. The Board of Directors may or may not, in
their discretion, require bonds from either or all of the-

"officers and employees of the corporation for the faithful

performance of their duties and good conduct while in office.

Section 14. Compensation of Directors. Directors, as
such, shall be entitled to receive such fees and expenses, if
any, for attendance at each regular or special meeting of the
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Board and any adjournments thereof, as may be fixed from time to
time by resolution of the Board, and such fees and expenses shall
" be payable even though an adjournment be had because of the
absence of a quorum; provided, however, that nothing herein
contained shall be construed to preclude any director from
serving the corporation in any other capacity and receiving

. compensation therefor. Members of either standing or special
committees may be allowed such compensation as may be provided
from time to time by resolution of the Board for attending
committee meetings.

ARTICIE TV. OFFICERS

Section 1. Selection. The Board of Directors at each
annual meeting shall elect or appoint a President (who shall be a
director), a Secretary and a Treasurer, each to serve for the
ensuing year and until his successor is elected and qualified, or
until his earlier resignation, removal from office, or death. The
Board of Directors, at such meeting, may or may not, in the
discretion of the Board, elect a Chairman of the Board, but only
by unanimous consent of the Board of Directors. The Board of
Directors may or may not also elect one or more Vice Presidents
and, alsco may elect or appoint one or more Assistant Vice
Presidents and/or one or more Assistant Secretaries and/or one or
more Assistant Treasurers. When more than one Vice President is
elected, they may, in the discretion of the Bcard, be designated
Executive Vice President, First Vice President, Second Vice
President, etc., according to seniority or rank, and any person
may hold two (2) or more offices except that the President shall
not also serve as the Secretary.

Section 2. Removal, Vacancies. &Any officers of the
corporation may be removed from office at any time by the Board
of Directors, with or without cause. Any vacancy occurring in
any office of the corporation may be filled by the Board of
Directors.

Section 3. Chairman of the Board. The Chairman of the
Board of Directors, when and if elected, shall whenever present,
preside at all meetings of the Board of Directors and at all
meetings of the shareholders. The Chairman of the Board of
Directors shall have all the powers of the President in the event
of his absence or inability to act, or in the event of a vacancy
in the office of the President. The Chairman of the Board of
Directors shall confer with the President on matters of general
pollcy affecting the business of the corporation and shall have, . |
in his discretion, power and authority to generally supervise all
the affairs of the corporation and the acts and conduct of all
the officers of the corporation, and shall have such other duties
as may be conferred upon the Chairman of the Board by the Board
of Directors. -

-
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Section 4. President. If there be no Chairman of the
Board elected, or in his absence, the President shall preside at
all meetings of the Board of Directors and at all meetings of the
shareholders. The immediate supervision of the affairs of the
corporation shall be vested in the President. It shall be his
duty to attend constantly to the business of the corporation and
maintain strict supervision over all of its affairs and
interests. He shall keep the Board of Directors fully advised of
the affairs and condition of the corporation, and shall manage
and operate the business of the corxporaticn pursuant to such
policies as may be prescribed from|time to time by the Board of
Directors. The President shall, subject to approval of the.
Board, hire and fix the compensation of all employees and agents
- of the corporation other than officers, and any person thus hired
shall be removable at his pleasure.

Section_ 5. Secretary., It shall be the duty of the
Secretary to keep a record of the proceedings of all meetings of
the shareholders and Board of Directors; to keep the stock
records of the corporation; to notify the shareholders and
directors of meetings as provided by these bylaws; and to perform
‘such other duties as may be prescribed by the Chairman of the
Board, President, or Board of Directors. Any Assistant
Secretary, if elected, shall perform the duties of the Secretary
during the absence or disability of the Secretary and shall
perform such other duties as may be prescribed by the Chairman of
the Board, President, Secretary, or Board of Directors.

Sectlon 6. Treasurer. The Treasurer shall keep, or
cause to be kept, the financial books and records of the
corporation, and shall faithfully account for its funds. He
shall make such reports as may be necessary to keep the Chairman
of the Board, the President and Board of Directors fully informed
at all times as to the financial condition of the corporation,
and shall perform such other duties as may be prescribed by the
‘Chairman of the Board, President, or Board of Directors. .Any
-Assistant Treasurer, if elected, shall perform the duties of the
Treasurer during the absence or disability of the Treasurer, and
shall perform such other duties as may be prescribed by the
Chairman of the Board, President, Treasurer, or Board of "
Directors. :

ARTICIE V. CONTRACTS, ETC.

Section 1. Contracts, Deeds, and Loans. All
contracts, deeds, mortgages, pledges, promissory notes,
transfers, and other written instruments binding upon the
corporation shall be executed on behalf of the corporation by the
Chairman of the Board, if elected, the President, or by such
other officers or agents as the Board of Directors may designate
from time to time. Any such instrument required to be given
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~under the seal of the corporation may be attested by the

Secretary or Assistant Secretary of the corporation.

Section 2. Proxies. The Chairman of the Board, if
elected, or the President shall have full power and authority, on
behalf of the corporation, to attend and to act and to vote at
any meetings of the shareholders, bond holders, or other security
holders of any corporation,; trust, or association in which this
corporation may hold securities, and at any such meeting shall
possess and may exercise any and all of the rights and powers
incident to the ownership of such securities and which as owner
thereof the corporation might have possessed and exercised if
present, including the power and authority to delegate such power
and authority to a proxy selected by him. The Board of Directors
may, by resolution, from time to time, confer like powers upon
any other person or persons.

ARTICLE VI. »CHECKS AND DRAFTS

Checks and drafts of the corporatioﬁ shall be signed by
such officer or cfficers or such other employees or persons as
the Board of Directors may from time to time designate.

ARTICILE VIT. STOCK

Section 1. cCertificates of Stock. The certificates
for shares of capital stock of the corporation shall be in such
form as shall be determined by the Board of Directors. They
shall be numbered consecutively and entered into the stock book"
of the corporation as they are issued. Each certificate shall
state on its face the fact that the corporation is a Indiana
corporation, the name of the person to whom the shares are
issued, the number and class of shares (and series, if any)

-represented by the certificate and their par value, or a

statement that they are without par value. 1In addition, when and
if more than one class of shares shall be outstanding, all share
certificates of whatever class shall state that the corporation
will furnish to any shareholder upon request and without charge a
full statement of the designations, relative rights, preferences
and limitations of the shares of each class authorized to be
issued by the corporation.

Section 2. Signature; Transfer Agent; Registrar.
Share certificates shall be signed by the Chairman of the Board,
the President and by the Treasurer or an Assistant Treasurer, or
the Secretary or an Assistant Secretary of the corporation, and
shall bear the seal of the corporation or a facsimile thereof.
The Board of Directors may from time to time appoint transfer
agents and registrars for the shares of capital stock of the
corporation or any class thereof, and when any share certificate
is countersigned by a transfer agent or registered by a
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reglstrar, the signature of any officer of the corporatlon

appearlng thereon may be a facsimile signature. 1In case any
officer who signed, or whose facsimile signature was placed upon,
any such certificate shall have died or ceased to be such officer
pefore such certificate is issued, it may nevertheless be issued
with the same effect as if he contlnued to be such officer on the
date of issue.

Section 3. Stock Book. The corporation shall keep at

'its principal office, or at the office of its transfer agent,

wherever located, with a copy at the principal office of the
corporation, a book to be known as the stock boock of the
corporation, containing in alphabetical order the name of each
shareholder of record, together with his address, the number. of
shares of each kind, class or series of stock held by him and his
social security number. The stock book shall be maintained in
current condition. The stock book, including the share register,
or the duplicate copy thereof maintained at the principal office

of the corporation, shall be available for inspection and copying

by any shareholder at any meeting of the shareholders upon
request, or at other times upon the written request of any
shareholder or holder of a voting trust certificate. The stock
book may be inspected and copied either by a shareholder or a
holder of a voting trust certificate in person, or by their: duly
authorized attorney or agent. The information contained in the
stock book and share register may be stored on punch cards,
magnetic tape, or any other approved information storage devices
related to electronic data processing equipment, provided that
any such method, device, or system employed shall first be )
approved by the Board of Directors, and provided further that the
same is capable of reproducing all information contained therein,
in legible and understandable form, for inspection by

‘shareholders or for any other proper corporate purpose.

Section 4. Transfer of Stock; Registration of v
Transfer. The stock of the corporation shall be transferred only
by surrender of the certificate and transfer upon the stock book

of the corporation. Upon surrender to the corporation, or to any .

transfer agent or registrar for the class of shares represented
by the certificate surrendered, of a certificate properly
endorsed for transfer, accompanied by such assurances as the
corporatlon, or such transfer agent or registrar, may require as
to the genuineness and effectiveness of each necessary
endorsement and satisfactory evidence of compliance with all
applicable laws relating to securities transfers and the
collection of taxes, it shall be the duty of the corporation, or
such transfer agent or registrar, to issue a new certificate,
cancel the old certificate and record the transactions upon the
stock book of the corporation.
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Section 5. Registered Shareholders. Except as
otherwise required by law, the corporation shall be entitled to
treat the person registered on its stock book as the owner of
shares of capital stock of the corporation as the person
exclusively entitled to receive notification, dividends or other
distributions, to vote and to otherwise exercise all the rights
and powers of ownership and shall not be bound to recognize any
adverse claim.

Section 6. Record Date. %or the purpose of
determining shareholders entitled to notice of or to vote at any
meeting of shareholders or any adjournment thereof, or to express

consent to or dissent from any proposal without a meeting, or for -

the purpose of determining shareholders entitled to receive
payment of any dividend or the allotment of any rights, or for
the purpose of any other action affecting the interests of
shareholders, the:Board of Directors may fix, in advance, a
record date. - Such date shall not be more than seventy (70) nor
less than ten (10) days before the date of any such meeting nor
more than seventy (70) days prior to any other action. In each
case, except as otherwise provided by law, only such persons as
shall be shareholders of record on the date so fixed shall be
entitled to notice of and to vote at such meeting and any

. adjournment thereof, to express such consent or dissent, or to

receive payment of such dividend or such allotment of rights, or
otherwise be recognized as shareholders for any other related
purpose, notwithstanding any registration of a transfer of shares
on the stock book of the corporation after any such record date
so fixed.

_ Sectlon 7. Lost Certificates. When a person to whom a
certlflcate of stock has been issued alleges it to have been
lost, destroyed or wrongfully taken, and if the corporation,
transfer agent or registrar is not on notice that such
certificate has been acquired by bona fide purchase, a new
certificate may be issued upon such owner's compliance with all
of the following conditions, to-wit: (a) he shall file with the
Secretary of the corporation, and the transfer agent or the
registrar, his request for the issuance of a new certificate,
with an affidavit setting forth the time, place, and
circumstances of the loss, (b) he shall also file with the
Secretary, and the transfer agent or the registrar, a bond with
good and sufficient security acceptable to the corporation and
the transfer agent or the registrar, conditioned to indemnify and
save harmless the corporation and the transfer agent or the
registrar from any and all damage, liability and expense of every
nature whatsoever resulting from the corporation's or the
transfer agent's or the registrar's issuing a new certificate in
place of the one alleged to have been lost; and (c) he shall
comply with such other reasonable requirements as the Chairman of
the Board, the President, or the Board of Directors of the
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corporation, and the transfer agent or the registrar shall deem
appropriate under the circumstances.

Section 8. Replacement of Mutilated Certificates. Any
certificate previously issued which becomes defaced or mutilated
may be replaced by the issuance of a new certificate in lieu
thereof upon surrender for cancellation of a part of the old
certificate sufficient in the opinion of the Secretary and the
transfer agent or the registrar to duly identify the defaced or
mutilated certificate and to protect the corporation and the
transfer agent or the registrar against loss or liability. Where
sufficient identification is lacking, a new certificate may be
issued upon compliance with all of the conditions set forth in
Section 7 of this Article.

- ARTICLE VITY. INDEMNIFICATION

Section 1. General. Under the circumstances
prescribed in Section 3 and 4 of this Article, the corporation
shall indemnify and hold harmless any person who was or is a
party or is threatened to be made a party to any threatened,
pending or completed action, suit or ‘proceeding, whether civil,
criminal, administrative, or investigative (other than an action
by or in the right of the corporation) by reason of the fact that
he is or was a director, officer, employee, or agent of the
‘corporation, or is or was serving at the request of the
corporation as a director, officer, employee, or agent of another
corporation, partnership, joint venture,- trust or other
enterprise, against expenses (including attorneys' fees),
judgments, fines, and amounts paid in settlement actually and
reasonably ‘incurred by him in connection with such action, suit,
or proceeding if he acted in a manner he believed in good faith
to be in, or not opposed to, the best interests of the
corporation, and, with respect to any criminal action or
proceeding, had no reasonable cause to believe his conduct was
unlawful. The termination of any action, suit, or proceeding by
judgment, order, settlement, conviction, or upon a plea of nolo
contendere or its equivalent, shall not, of itself, create a
presumption that the person did not act in a manner which he

~believed in good faith to be in, or not opposed to, the best

interest of the corporation, and with respect to any criminal
action or proceeding, had reasonable cause to believe that his

conduct was unlawful.

Section 2. Action In the Right of the Corporation.

Under the circumstances prescribed in Sections 3 and 4 of this

Article, the corporation shall indemnify .and hold harmless any
person who was or is a party or is threatened to be made a party
to any threatened, pending or completed action or suit by or in
the right of the corporation to procure a judgment in its favor
by ‘reason of the fact he is or was a director, officer, employee
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“indemnification shall be made in respect to any claim, issue, or

- this Article shall be made by the corporation only as authorized

or agent of the corporation, or is or was serving at the request
of the corporation as a director, officer, employee or agent of
another corporation, partnership, joint venture, trust or other
enterprise, against expenses (including attorneys' fees) actually
and reasonably incurred by him in connection with the _defense or
settlement of such action or suit, if he acted in good faith and
in a manner he believed in good faith to be in or not opposed to

the best interests of the corporation; except that no

matter as to which such person shall have been adjudged to be
liable to the corporation or adjudged to be liable on the basis .
that personal benefit was improperly received by him, unless, and
only to the extent that, the court in which such action or suit
was brought shall determine upon application that, despite the
adjudication of liability but in view of all the circumstances of
the case, such person is fairly and reasonably entitled to
indemnity for such expenses which the court shall deem propé;i

Section 3. cConditions to Indemnification. To the
extent that a director, officer, employee or agent of the-
corporation has been successful on the merits, or otherwise, in
defense of any action, suit, or proceeding referred to in
Sections 1 and 2 of this Article, or in defense of ‘any claim,
issue or matter therein, he shall be indemnified against expenses
(including attorneys' fees) actually and reasonably incurred by
him in connection therewith. :

Section 4. Determination By Corporation. Except as
provided in Section 3 of this Article and except as may be
ordered by a court, any indemnification under Sections 1 and 2 of

in the specific case upon a determination that indemnification of
the director, officer, employee or agent is proper in the
circumstances because he has met the applicable standard of
conduct set forth in Section 1 and 2. Such determination shall
be made (1) by the Board of Directors by a majority vote of a
quorum consisting of directors who were not parties to such
action, suit, or proceeding, or (2) if such a quorum is not
obtainable, by majority vote of a committee of two (2) or more
disinterested directors, designated by the Board of Directors (in
which designation parties to the action, suit or proceeding may
participate), (3) by special legal counsel then employed by the
corporation, selected by the Board or its committee in the manner
°of (1) or (2) if the requirements of (1) or (2) cannot be
satisfied or selected by a majority vote of the full Board of
Directors (in which selection the directors who are parties may
participate), in a written opinion, or (4) by the affirmative
Vote of a majority of the shares entitled to vote thereon,
Provided that shares owned or controlled by parties to the . ,
action, suit or proceeding may not be voted on the determination.
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Section 5. Advance Payment. Expenses incurred in
defending a civil or criminal action, .suit, or proceeding may be
paid by the corporation in advance of the. flnal disposition of
such actlon, suit, or proceeding as authorized by the Board of
pDirectors in the spec1f1c case upon receipt of an undertaking by
or on behalf of the director, officer, employee, or agent to
repay such amount unless it shall ultimately be determined that

5 he is entitled to be indemnified by the corporation as authorized
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in this Article.

Section 6. Nonexclusive Remedy. The indemnification
provided by this Article shall not be deemed exclusive of any
other rights, in respect of indemnification or otherwise, to
which those seeking indemnification may be entitled under any
bylaw or resolution approved by the affirmative vote of the
holders of a majority of the shares entitled to vote therein
taken at a meeting the notice of which specified that such bylaw
or resolution would be placed before the shareholders, both as to
action by a director, officer, employee, or agent in his official
capacity and as to action in another capacity while holding such
office or position, and shall continue as to a person who has
ceased to be a director, officer, employee, or agent and shall

_ inure to the benefit of the heirs, executors or administrators of
‘'such a person.

Section 7. Insurance. The corporation may purchase
and maintain insurance on behalf of any person who is or was a
director, officer, employee, or agent of the corporation, or is
or was serving at the request of the corporation, as a director,
officer, employee or agent of another corporation, partnership,
joint venture, trust or other enterprise, against any liability
asserted against him and incurred by him in any such capacity, or
arising out of his status as such, whether or not the corporation
would have the power to indemnify him against such llablllty
under the provisions of this Article.

Section 8. Notice to Shareholders. If any expenses or
other amounts are paid by way of indemnification, otherwise than
by court order or by an insurance carrier pursuant to insurance
maintained by the corporation, the corporation shall, unless such
meeting is held within three months from the date of such
payment, and, in any event, within fifteen months from the date
of such payment, send by first class mail to its shareholders of
record at the time entitled to vote for the election of
directors, a statement specifying the persons paid, the amounts
paid, and the nature and status at the time of such payment of
the litigation or threatened litigation. :

Section 9. Miscellaneous. For purposes of Sectlons 1
and 2 of this Article, reference to "the corporatlon" shall
include, in addition to the corporation, any merging or
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_ corporation of a merging or consolidating corporation) absorbed

s

consolidating corporation (including any merging or consolidating
in a merger or consolidation with the corporation so that any -
person who is or was a director, officer, employee, or agent of
such merging or consolidating corporation, or is or was serving
at the request of such merging or consolidating corporation as a
director, officer, employee, or agent of another corporation,
partnership, joint venture, trust or other enterprise, shall
stand in the same position under the provisions of Sections 1 and
5 of this Article with respect to the corporation as he would if
he had served the corporation in the same capacity; provided,
however, no indemnification under Sections 1 and 2 of this
Article as permitted by this Section 9 shall be mandatory under
this Section 9 without the approval of such indemnification by
the Board of Directors or shareholders of the corporation in the
manner provided in Section 4 of this Article. ' _

ARTICLE IX. REIMBURSEMENT BY CORPORATE EMPIOYEES

Any payments made to an employee of the corporation in
the form of a salary or bonus payment which shall be disallowed,
in whole or in part, as a deductible expense to the corporation
for Federal or State income tax purposes by the Internal Revenue
Service, or by the State Revenue Department, shall be reimbursed
by such employee to the corporation to the full extent of such
disallowance within six (6) months after the date on which the
corporation pays the deficiency with respect to such
disallowance. It shall be the duty of the Board of Directors of
the corporation to enforce payment to the corporation by any such

employee for the amount disallowed. . The corporation shall not be,

required to legally defend any proposed disallowance by the
Internal Revenue Service or by the State Revenue Department, and

the amount required to be reimbursed by such employee shall be

the amount, as finally determined by agreement or otherwise,
which is actually disallowed as a deduction. In lieu of payment
to the corporation by any such employee, the Board of Directors
may, in the discretion of the Board, withhold amounts from such
employee's future compensation payments until the amount owed to
the corporation has been fully recovered. ) ‘

ARTICLE X. AMENDMENT

The Board of Directors shall have the power to alter,
amend or repeal the bylaws or adopt new bylaws unless such power
is reserved exclusively to the shareholders by the Articles of
Incorporation or in bylaws previously adopted by shareholders,
but any bylaws adopted by the Board of Directors may be altered,
amended, or repealed, and new bylaws adopted, by the
shareholders. The shareholders may prescribe that any bylaw or
bylaws adopted by them shall not be altered, amended, or repealed
by the Board of Directors. .
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I, C. RICHARD DAVIS, II, Secretary of DAVIS HOLDING
RPORATION, formed and existing under the laws of Indiana, do
reby certify that the foregoing is a true and complete copy of
be bylaws of this corporatlon as submitted to and adopted by

=" nirectors’ nsent in Lieu of Organizational Meetlng, effective
s of the YaF day of ‘Jﬁuwaq , 1992 .

IN WITNESS WHEREOF, I have hereunder sulscribed my name and
fflxed tqe Seal of thls Corporatlon thlS day of JAuL#?

C. Richard Dav1s; I, Secretary

"CORPORATE SEAL"
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DAVIS HOLDING CORPORATION
SHAREHOLDER AGREEMENT

STATE OF INDIANA

COUNTY OF MARION

THIS AGREEMENT is effective the 1st day of January, 1992, by
and among CHARLES R. DAVIS, BRADLEY C. DAVIS, MICHAEL B. DAVIS
and C. RICHARD DAVIS, II hereinafter separately referred to as
the "Shareholder" and together referred to as the "Shareholders",
and DAVIS HOLDING CORPORATION, an Indiana corporation,

hereinafter referred to as the "Corporation'", with respect to the
Stock of the Corporation.

WITNESSETH:

WHEREAS, the Corporation has Four Hundred (400) shares of
common stock issued and outstanding, hereinafter referred to as
the "Stock", One Hundred (100) of which are owned by CHARLES R.
DAVIS, One Hundred (100) of which are owned by BRADLEY C. DAVIS,
One Hundred (100) of which are owned by MICHAEL B. DAVIS, and One
Hundred (100) of which are owned by C. RICHARD DAVIS, II; and

WHEREAS, the parties hereto believe it to be in the best
interest of each Shareholder and of the Corporation to make

provision for the future disposition of the Stock of the
Corporation. )

NOW, THEREFORE, in consideration of the promises and mutual
obligations contained herein, the parties hereto agree as
follows:

ARTICLE 1

DEFINITIONS

Whenever used in this Agreement, the following terms shall
have the meaning set forth below:

(a) YAffiliate" shall mean any partnership in which the
Corporation is a general partner or any partnership, corporation,
trust or other entity in which the Corporation owns, directly or
indirectly, fifty percent (50%) or more of the interests in

profits, outstanding stock or beneficial interests, as the case
may be. :

(b) "cause" shall mean (i) the continued and persistent use
of illegal drugs or substances, (ii) the continued and persistent
abuse of alcohol during working hours and while on the property
of the Corporation or any Affiliate, (iii) the felonious and
wrongful taking of assets owned by the Corporation or any
Affiliate, or (iv) the continued and persistent failure to satis-



factorily perform, as measured by objective comparisons with
persons in similar capacities in similarly situated companies,
the services required of such individual in his capacity as an
employee of the Corporation or any Affiliate other than as a :
result of the death, Permanent Disability, or prolonged illness
of a Shareholder (it being understood and agreed that poor
performance in the business managed by the Shareholder in
question which results not from such Shareholder's actions as a
manager but from a business plan prescribed by the Board of
Directors which is deficient shall not constitute "cause" for
termination as contemplated under Section 2.3 hereof). The
burden of proving the existence of "cause" as the grounds for
termination shall be upon the Employer and not the Shareholder
whose employment would be terminated, and, in all events, no
Shareholder's employment may be terminated for cause until the
corporation has given such Partner a minimum of two written
notices, with not less than sixty (60) days between the first and
second notice, setting forth specifically the grounds alleged
constituting cause and giving the recipient Shareholder a
reasonable opportunity to cure the alleged problems. It is
provided further that the Shareholder whose employment would be
terminated may, at his option, elect to have the question of
whether he has committed "cause" submitted to binding arbitration
before a three person arbitration panel in accordance with the
Commercial Arbitration Rules of the American Arbitration

"Association then in effect and the decision of the arbitrators

shall be by a majority thereof. One member of the arbitration
panel shall be selected by the Shareholder whose employment would
be terminated, one member of the arbitration panel shall be
selected by the Board of Directors of the Corporation and the
third member shall be selected by the first two members. All
members of the arbitration panel shall be independent parties and
shall be approved members of the American Arbitration
Association. The arbitration panel shall render its decisio
within sixty (60) days of its selection. '

(c) M"cCurrent Value" of the Stock shall be its fair market
value as determined in accordance with the provisions of Article
8, subject to any adjustments set forth in Article 8.

(d) M"Disposition" shall mean any transfer, whether outright
or as security, inter vivos or testamentary, with or without
consideration, voluntary or involuntary, of all or any part of
any right, title or interest (including but not limited to voting
rights) in or to any Stock.'

(e) MPermanent Disability" of a Shareholder shall mean that
the Shareholder is eligible for disability benefits under any
long-term disability policy owned by the Corporation or any
Affiliate, or in the event no such policy is so owned, on
eYidence that the Shareholder is eligible for total and permanent
disability benefits under the Social Security Act in effect at
the date of disability. '
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(f) MTermination of Employment" shall occur when a Share-~
holder who has been employed by the Corporation and/or any
affiliate of the Corporation (the "Employer") is no longer so
employed on a full-time basis, either as a result of Voluntary
Termination of such employment relationship by such Shareholder,
or as a result of cancellation of such employment relationship by
the Employer for cause. Termination of Employment shall be
deemed to occur from the effective date of such termination or
cancellation.

(g) "Voluntary Termination of Employment", unless otherwise
agreed upon by the parties, shall not include the absence from

employment by a Shareholder as a result of such Shareholder
having been elected to a political office, as contemplated in
. Article 9.

ARTICLE 2
RESTRICTIONS UPON THE TRANSFER OF THE STOCK

2.1 Prohibition Against Disposition. Except as hereinafter
set forth, no Shareholder shall make a Disposition of any shares
of Stock without the written consent of the Corporation, which
consent may be withheld for any reason or for no reason at all.
Notwithstanding any provisions contained in Section 2.2 of this

- Agreement to the contrary, if the Corporation fails to consent to

the sale, assignment, transfer, pledge, encumbrance or other
disposal of the Shareholder's interest, whether to the
Corporation, to another Shareholder or to a third party, the
Shareholder may not make a Disposition of any shares of Stock.

2.2 Permitted Sales.

(a) In the event a Shareholder receives a bona fide offer
for the purchase of all or a part of his Stock, said Shareholder
shall either refuse such offer or give the Corporation written
notice setting out full details of such offer, which notice,
among other things, shall specify the name of the offeror, the
number of shares of Stock covered by the offer, the terms of
payment, whether for cash or credit, and, if on credit, the time
and interest rate, as well as any and all other consideration
being received or paid in connection with such proposed trans-
action, as well as any and all other terms, conditions, and
details of such offer. .

(b) Upon receipt of the notice with respect to such cffer,
the Corporation shall have the exclusive right and option,
exercisable at any time during a period of sixty (60) days from
the date of said notice, to purchase the shares of Stock covered
by the offer in question at the same price and on the same terms
and conditions of the offer as set out in such notice. If the
Corporation decides to exercise the option, it shall give written
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notice to that effect to the Shareholder desiring to sell, and
said sale and purchase shall be consummated within sixty (60)
days thereafter. If the Corporation does not elect to exercise
its option, and if the Corporation consents to the proposed
transfer or sale, the Corporation shall so notify the selling
shareholder in writing and, subject to any prohibitions or
restrictions on transfer imposed by the Corporation for purposes
of compliance with applicable securities law, such Shareholder
shall be free to sell the shares of Stock in the Corporation
covered by the offer, if such sale is consummated within ninety
(90) days thereafter, or else such Stock shall thereafter once
again become subject to the restrictions of this Article. Such
sale, if permitted, shall be strictly upon the terms and condi-
tions and to the persons described in the required notice.

2.3 Mandatory Sale Upon Death, Permanent Disability or
Termination of Employment.

(a) Mandatory Redemption by the Corporation. Upon the
death, Permanent Disability, Voluntary Termination of Employment,
or Termination of Employment for Cause (said events collectively
referred to as the "Terminating Event") of a Shareholder (said
Shareholder, or his personal representative, referred to as the
"Wwithdrawing Shareholder"), the Withdrawing Shareholder shall
sell, and Corporation shall buy, all, but not less than all, of
the Stock owned by the Withdrawing Shareholder at the price
specified in Section 2.3(c) herein, and on the terms specified in
Section 2.3(d) herein.

(b) Inability of Corporation to Redeem. If the Corporation
shall be lawfully unable to purchase all of the Withdrawing

Shareholder's Stock, as required by Section 2.3(a), it shall
purchase all of the Stock that it can lawfully purchase, and
shall, within one hundred fifty (150) days after the Terminating
Event, notify each other Shareholder and the Withdrawing Share-
holder of the number of shares of Stock that it cannot purchase.
Each of the remaining Shareholders shall purchase that portion of
the Stock (not so purchased by the Corporation) that the number
of shares of Stock held by him bears to the number of shares of
Stock owned by all remaining Shareholders at the price specified
in Section 2.3(¢c) herein and on the terms specified in Section
2.3(d) herein.

(c) Purchase Price. The purchase price of the shares of
Stock pursuant to Section 2.3 shall be the Current Value of such
shares, determined in accordance with Article 1.

(d) Terms of Payment. The purchase price to be paid to the
Withdrawing Shareholder shall be paid at closing, which shall be
within one hundred eighty (180) days following the Terminating
Event (the "Closing Date"). The purchase price shall be paid in
cash or, at the option of the purchasing party(ies), by the
execution and delivery of a note payable to the order of the
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Wwithdrawing Shareholder or the estate of said Shareholder in an
amount equal to such purchase price; provided, however, the
amount of insurance proceeds, if any, received by the purchasing
party(les) on or before the Closing Date, as a result of the
purcha51ng party(ies)'s ownership of a life insurance policy
insuring the life of the W1thdraw1ng Shareholder, but not more
than the total purchase price, shall be paid at c1051ng and the
amount of the promissory note shall be for the unpaid purchase
price, if any. Said note shall bear interest at the rate of one
percent (1%) over the Prime Rate of interest published from time
to time by Bank One; provided, however, that at no time shall the
rate of interest on such promissory note be less than eight
percent (8%) per annum nor more than twelve percent (12%) per
annum. Said promissory note shall be payable in not less than
five and not more than ten equal annual installments of principal
and interest, the first such payment to be made one (1) year from
the date of the execution and delivery of such note, and such
note shall contain full prepayment privileges without penalty.
The term of the note shall be negotiated in good faith by the
parties taking into account the purchasing party(ies)'s ability
to make the annual payments over the periods being proposed by
the parties; provided, however, that in the event the parties are
unable to agree upon a term for the note, then the Corporation
shall decide the term over which such payments are to be made
taking into account its forecasted income and forecasted cash
needs. Furthermore, in the event that, after the Closing Date
and prior to the payment in full of the balance due on the note,
the purchasing party(ies) receives any proceeds from any life
insurance policies held by the purchasing party(ies) on the life
of the Withdrawing Shareholder, the purchasing party(ies) shall,
within thirty (30) days of the receipt of such funds, pay to the
Withdrawing Shareholder, the lesser of (i) the remaining balance
due on the note, or (ii) the amount of life insurance proceeds
received by the purchasing party(ies).

In addition to the foregoing payments, the Corporation (and
each of the remaining Shareholders) shall take such steps as are
reasonable and necessary to relieve the Withdrawing Shareholder
from any and all personal liability for any corporate debts,
loans, obligations and liabilities existing as of the Closing
Date. 1In the event the Corporation is unable to relieve the
Withdrawing Shareholder from such liability, the Corporation
shall execute and deliver to the Withdrawing Shareholder an
indemnity agreement with respect to such liabilities.

AN

ARTICLE 3
LEGEND ON STOCK

3.1 Form of Legend. Upon the execution of this Agreement,
€ach Shareholder shall surrender to the Corporation all of his

Shareholder Agreement pavis Holding Corporation , Page 5




certificates representing the Stock. The Secretary shall endorse
each certificate with the following legend:

The shares of Stock represented by this certificate are
held subject to, and transfer of such shares is
restricted by, the terms of an Agreement, dated January
1, 1992, a copy of which is on file at the office of
the Corporation. No sale, assignment, transfer,
pledge, or other disposition of any share represented
by this certificate shall be valid unless made in
accordance with the terms of the Agreement. By
acceptance of this certificate the holder hereof agrees
to be bound by the terms of said Agreement.

After such endorsement, each of the certificates so surrendered
shall be returned to the Shareholder owning such certificate.
Thereafter, all certificates representing Stock of the Corpora-
tion shall bear an identical endorsement. A copy of this
Agreement shall ‘be filed with the Secretary of the Corporation.

3.2 Intention of Parties. The parties to this Agreement
intend that the legend conform to the provisions of the Uniform
Commercial Code as adopted by the State of Indiana. This legend
may be modified from time to time by the Board of Directors of
the Corporation to conform to any amendments to the Uniform
Commercial Code as adopted by the State of Indiana or to this
Agreement.

ARTICLE 4
TERMINATION AND AMENDMENT

This Agreement shall terminate:

(a) If all Stock of the Corporation is owned by any one (1)
Shareholder; or _

(b) If the Corporation is adjudicated a bankrupt, the
Corporation executes an assignment for benefit of creditors, a
receiver is appointed for the Corporation, or the Corporation is
voluntarily or involuntarily dissolved; or

(c) If all Shareholders agree to terminate this Agreement.
This Agreement may not be amended or terminated orally, and

no amendment, termination or attempted waiver shall be valid
unless in writing and signed by each party to this Agreement.
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ARTICLE 5
NOTICES

Any and all notices, offers, demands or elections required
or permltted to be made under this ‘Agreement (notices) shall be
in writing, signed by the party giving such notice, and
delivered personally or sent by registered or certified mail to
the other party at the address set forth on Exhibit A, attached
hereto and incorporated herein by reference, or at such other
address as the other party may hereafter designate in writing.

ARTICLE 6
REMEDIES

Stock subject to this Agreement is.not readily marketable,
and, for that reason and other reasons, the parties will be
irreparably damaged if this Agreement is not specifically
enforced. In this regard, the parties declare that it is
impossible to measure in money the damages that will accrue to a
person having rights under this Agreement by reason of a failure
of another to perform any obligation under this Agreement.
Therefore, this Agreement shall be enforceable by specific
performance or other equitable remedy cumulative with and not
exclusive of any other remedy.

ARTICLE 7
LIABILITIES

If the Corporation or any Shareholder obtains Stock from a
Shareholder pursuant to the terms of this Agreement, the ac-
quiring party shall use its or his best reascnable efforts to
obtain the release of such selling Shareholder from all contin-
gent liabilities incurred in connection with the business of the
Corporation, including, but not limited to, liabilities of such
other Shareholder as guarantor of or surety upon obllgatlons of
the Corporation to lenders.

ARTICLE 8

APPRAISERS

8.1 Selection of Appraisers. If within nlnety (90) days
after the occurrence of an event (the "Event") requiring the
determination of the Current Value of the Stock, the Shareholders
(including the personal representative of a deceased Share-
holder's estate or the personal representative of a Shareholder
Who is unable to act on his own behalf due to Permanent
Disability) and the Corporation have not unanimously agreed on
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the value of the Stock, then the Corporation and the Shareholder
(the "Selling Shareholder'") shall, within ten (10) days following

-the expiration of the ninety day (90) day period set forth

nereinabove, each select an appraiser to determine the Current
value. Furthermore, any appraiser selected by any party pursuant
to this Article 8 shall, at a minimum, possess the designation of
M.A.I., and shall be experienced in appraising the type of assets
held by the Corporation and in appraising interests in closely
held businesses and limited partnerships of the type in which the
corporation owns interests. If any party fails to name an
appraiser, the other party(ies) may select an appraiser for such
party.

+8:2 ~Determination of Fair Market Value.

(a) Determination of Value of Stock. .The appraisers so
selected shall proceed promptly to determine the fair market -
value of the Stock, including therein a fair market valuation of
the interest and equity of the Selling Shareholder in the
corporation, taking into consideration the earnings history and
potential of the Corporation, the fair market value of the assets
of the Corporation, as well as any outstanding indebtedness,
liabilities, liens, and obligations relating to the Corporation.
The determination of such fair market value by the appraiser(s)
shall be final and binding on all parties; provided, however,
that any such appraisal shall be submitted to the Corporation and
the Selling Shareholder not later than two hundred ten (210) days
following the occurrence of the Event giving rise to the
appraisal. In the event that two or more appraisers are selected
and the appraisers are unable to agree on a fair market wvalue,
the average of the appraisals shall be conclusive evidence as to
such fair market value of the Selling Shareholder's Stock and
shall be: final and binding on all parties; provided, however,
that in the event that the fair market value as set forth in the
higher of the two appraisals is more than 120% of the fair market
value set forth in the lower of the two appraisals, the
appraisers shall select a third appraiser who shall, within one
hundred twenty (120) days of the date such appraiser is notified
of his selection, determine the fair market value of the Selling
Shareholder's Stock in accordance with this Section 8.2 and the
determination of the fair market value by such third appraiser
shall be averaged with that fair market value set forth in the
appraisal submitted by the original two appraisers which is
Closest to the fair market value determined by such third
appraiser and such average shall conclusively be deemed to be the
fair market value of the Selling Shareholder's Stock. The
appraisers shall deliver a written report on their appralsal to
the Corporation and the Selling Shareholder.

(b) Failure to Submit Appraisal. Notw1thstanding the
Provisions of Section 8.2(a) above to the contrary, in the event

that any appraisal is not submitted to the Corporatlon and the
Selling Shareholder within the times set forth in Section 8.2(a)
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apove, said appraisal shall be disregarded by the Corporation and
the Selling Shareholder and the fair market value shall be that
value set forth in the appralsal which was submitted within the
time set forth hereinabove or, in the event more than one
appraisal is submitted within the allotted time period, the
average of such appraisals.

(c) Adjustment to Fair Market Value. The fair market value
of the Stock, as determined herelnabove, shall then be adjusted
to be as follow5'

(1) If the Terminating Event is the death or permanent
disability of the Selling Shareholder, an amount
equal to ninety percent (90%) of the fair market
value of the Stock of the Selling Shareholder, as
determined pursuant to Sections 8.2(a) and 8.2(b);
or

(ii) If the Terminating Event is the voluntary or
involuntary termination of employment, an amount
equal to seventy-five percent (75%) of the fair
market value of the Stock of the Selling
Shareholder, as determlned pursuant to Sections
8.2(a) and 8.2(b).

8.3 Fees and Expenses. Each party shall pay the fee and
expense of the appraiser selected by or for such party; provided,
however, that if a third appraiser is selected pursuant to the
provisions of Section 8.2(a) above, the fee of such appraiser
shall be borne equally by the Corporation and the Selling
Shareholder.

ARTICLE 9
ELECTION TO POLITICAL OFFICE

In the event a Shareholder who is employed by the
Corporation (the "Elected Shareholder") is elected or appointed
to a full time political office and/or a political office which
requires such Elected Shareholder to devote thereto an amount of
such Elected Shareholder's time and efforts to such political
office so as to materially and substantially interfere with such
. Elected Shareholder's performance of the services of such
individual in his capacity as an employee of the Corporation
and/or any Affiliate of the Corporatlon, such Shareholder shall
not receive a salary or bonus for the period of time that such
Shareholder is instead performing the duties of the political
office and the parties shall determine the fair market value of
the shareholder's Stock as of the date such Shareholder is
elected or appointed to the political office, said appraisal and
- determination of value to be made in accordance with the
provisions of Article 8 above. For purposes of Section 8.2, if a
Shareholder voluntarily terminates his employment during the term
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of his political office, the fair market value used shall be
pased on such appraisal. At such time that the Elected
shareholder leaves political office and wishes to re-enter active
involvement in the business, a second appraisal and determination
of the value of the Shareholder's Stock shall be made in
accordance with the provisions of Article 8 above. The Elected
shareholder then shall either (i) pay to the other Shareholders
the difference between the value of his Stock as determined by
the first appraisal and the value of his Stock as determined by
the second appraisal, or (ii) surrender to the Corporation,
without consideration, sufficient Stock to result in the value of
his Stock being the same as the value of his Stock determined by
the first appraisal. The Corporation shall select the appraiser
who performs the. appraisals required under this Article 9 and
shall pay the fee and expense of the appraiser selected.

ARTICLE 10
COMPENSATION

Each Shareholder agrees that he will not cause the
Corporation or any Affiliate to pay unreasonable compensation,
including salary and bonuses, to any Shareholder. Whether a
Shareholder is paid "unreasonable compensation" during a
particular year shall be determined by evaluating the total
annual compensation such Shareholder received with the total
annual compensation received by individuals with similar
responsibilities working for similar employers.

ARTICLE 11
CORPORATE MANAGEMENT

11.1 Board of Directors. Each Shareholder agrees that
throughout the term of this Agreement he will vote his Stock in
favor of electing each Shareholder to the Board of Directors of
the Corporation. 1In the event that Charles R. Davis shall resign
as Chairman of the Board of the Corporation, the Shareholders
agree that a new Chairman of the Board may only be elected with
the unanimous consent of the remaining members of the Board of
Directors. 1In the event that the remaining members of the Board
of Directors are unable to unanimously elect a new Chairman of
the Board of Directors, the Board of Directors shall not have a
Chairman of the Board and the duties of the Chief Executive
Officer shall be divided equally among the remaining members of
the Board of Directors.

11.2 Termination of Emplovees. In the event that a majority
of the Board of Directors of the Corporation wish to terminate an

employee of the Corporation or any of its Affiliates (other than
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a Shareholder) and one or more of members of the Board of
Directors of the Corporation wishes to retain such employee, the
Board of Directors shall give the Board member wishing to retain
such employee written notice of their desire to terminate the
employee and the reasons therefor. The Board member wishing to
retain such employee shall then have four (4) months to correct
the employee's deficiencies, as stated in the notice, and shall
give the Board of Directors an interim report after two (2)
months stating what, if any, progress has been made toward the
correction of the employee's deficiencies. At the end of the
four month period, the Board of Directors shall reconsider the
matter and the Board of Directors, by majority vote, shall
determine whether to retain or terminate such employee.

ARTICLE 12

MISCELLANEOUS

12.1 Prior Agreements. This Agreement supersedes all prior
agreements made between the Shareholders and the Corporatlon
. affecting the Stock of the Corporation and all such prior agree-
ments are hereby terminated.

12.2 Applicable ILaw. This Agreement is executed and will be
performed in the State of Indiana, and this Agreement shall be
construed and enforced in accordance with the laws of the State
of Indiana.

12.3 Severability. If any part of this Agreement shall be
held void, voidable, or otherwise unenforceable by any court of
law or equlty, nothing contained in this Agreement shall limit
the enforceability of any other part. The parties agree that the
rights of the Corporation to purchase its Stock contained in this
Agreement are subject to any restrictions contained in the
Indiana Corporation Code, and such other pertinent lawful
restrictions as are now or may hereafter become effective. 1If
for any reason the Corporation should be prohibited from exer-
cising such rights, the remaining provisions of this Agreement
shall remain in full force and effect.

12.4 Successors and Assians. This Agreement shall be
binding upon and shall inure to the benefit of the Corporation
and the Shareholders, their respective heirs, successors,
successors-in-title, legal\representatives and lawful assigns.
No party shall have the right to assign this Agreement, or any
interest under this Agreement, without the prior written consent
of the other parties.
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a shareholder) and one or.more_of members of the Board of
pirectors of the Corporathn wishes to retain such employee, the
poard of Directors shall give the Bgard member wishing to retain
such employee written notice of their desire to terminate the
employee and the reasons therefor. The Board member wishing to
retain such employee sha}l then have four (4) months to correct
the employee's deficiencies, as'stated in the notice, and shall
ive the Board of Directors an interim report after two (2)
months stating what, if any, progress has been made toward the
correction of the employee's deficiencies. At the end of the
four month period, the Board of Directors shall reconsider the
matter and the Board of Directors, by majority vote, shall
determine whether to retain or terminate such employee.

ARTICLE 12
MISCELIANEQUS

12.1 Prior Agreements. This Agreement supersedes all prior
agreements made between the Shareholders and the Corporation
affecting the Stock of the Corporation and all such prior agree-
ments are hereby terminated.

12.2 Applicable law. This Agreement is executed and will be
performed in the State of Indiana, and this Agreement shall be
construed and enforced in accordance with the laws of the State
of Indiana.

12.3 Severability. If any part of this Agreement shall be
held void, voidable, or otherwise unenforceable by any court of
law or equity, nothing contained in this Agreement shall limit
the enforceability of any other part. The parties agree that the

rights of the Corpdration to purchase its Stock contained in this.

Agreement are subject to any restrictions contained in the
Indiana Corporation Code, and such other pertinent lawful
restrictions as are now or may hereafter become effective. If
for any reason the Corporation should be prohibited from exer-
cising such rights, the remaining provisions of this Agreement
shall remain in full force and effect. ' :

12.4 Successors and Assians. This Agreement shall be
binding upon and shall inure to the benefit of the Corporation
and the Shareholders, their respective heirs, successors,
Successors-in-title, legal representatives and lawful assigns.
No party shall have the right to assign this Agreement, or any
interest under this Agreement, without the prior written consent
of the other parties.
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IN WITNESS WHEREOF, the parties hereto have executed this

Agreement, under seal,

written .

Shareholder Agreement

on the date and at the place first above

DAVIS HOLDING CORPORATION

Charles R. Davis, President

Attest: <? 7éz;ﬁi;r/”~

Title: Seau.-ma.q o

(CORPORATE. SEAL)

arles R. Davis, Shareholder

(zzéfhllﬁy éz,z;kyﬂﬁz (SEAL)

Bradley'ia Davis, Shareholder

WM@M (SEAL)

Michael B. Déy‘s, Shareholder‘

C. Rlchardgﬁav1s, II, Shareholder

Davis Holding Corporation Page 12
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EXHIBIT A

- ADDRESSES FOR NOTICES

PARTY

Corporation

vcharlés R. Davis
X,

' C. Richard Davis

Bradley C. Davis

Michael B. Davis

ADDRESS

8250 Haverstick Road
Suite 290
Indianapolis, Indiana 46240

10829 Brigantine Drive
Indianapolis, Indiana 46256

10322 Swiftsail Lane
Indianapolis, Indiana 46256

c¢/o Davis Holding Corporation
8200 Haverstick Road

Suite 250

Indianapolis, Indiana 46240

5669 N. Guilford
Indianapolis, Indiana 46240
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ARTICLES OF ORGANIZATION @;\

OF " ' N D
'DAVIS FINANCIAL SERVICES, LLC. :

The undersigned organizer, desiring to form a limited
l1iability company (the "Company") pursuant to the provisions of the
rndiana Business Flexibility Act, as amended (the "Act"), executes
the following Articles of Organization.

[ ARTICLE I
Name
The name of the Company is "Davis Financial -Services, LLC."

ARTICLE II

Registered Office and Registered Agent

Section 2.1, ' Registered Office. The address of the
Registered Office of the Company is 3755 East 82nd Street, Suite
120, Indianapolis, Indiana 46240.

Section 2.2, Registered Agent, The name and address"uf the

Company's registered agent for service. of process 1is Rocgld Fi ;9

t

Shady, Jr., Esq., 135 North Pennsylvania Street, 2000 FlrstIXndlana S

Plaza, Iniianapolis, Indiana 46204. }? - “r
: . : ry < _'-: ~
ARTICLE III 3 .. SRS
W s T
Period of Existence & < &
Section 3.1, The period during which the Company shall

continue is perpetual until the occurrence of an "Event of
Dissociation* (as defined below), unless the business of the
Company is continued by the consent of a Majority in Interest of
the Members (defined as remaining Members whose percentage
interests in both profits and capital total more than fifty percent
(50%)) obtained within ninety (90) days after the occurrence of
such event. "Event of Dissociation® means:

{a) the Dbankruptcy, dissolution and/or commencement of
winding up of a Member.

(b} the withdrawal of a Member from the Company.

(¢) when a Member ceases to he a Member by reason of the
transfer of such Member’s interest in the Company.

. (&) the death or incompetency of a Member who 1is an
individual. '



ARTICLE IV
Management

Management of the business and affairs of the Company is
vested in Davis Holding Corporation, an Indiana corporation, who is
and shall be the sole "Manager" of the Company as provided in I.C.
23-18-1-14 and I.C. 23-18-4-1 of the Act.

ARTICLE V
Amendment of Articles

The Company reserves the right to amend, alter, change or
repeal any provision contained in these Articles, or in any
amendment hereto, or to add any provision to these Articles or to
any amendment hereto, in any manner now or hereafter prescribed or
permitted by the provisions of the Act or any amendment thereto;
provided that the written consent is first obtained of the Members
whose aggregate percentage interests in the Company total one
hundred percent (100%) of the aggregate percentage interests in the

Company.

IN WITNESS WHEREQOF, the undersigned, being the sole organizer
of the Company, hereby executes these Articles and verifies subject
to the penalties of perjury that the facts contained herein are

’ v Ll D Hed- ),

Ronald F. Shady,

This instrument prepared E?”Ronal@ F. Shady, Jr., Attorney at Law,
Klineman, Rose and Wolf, 135 North Pennsylvania Street, 2000 First
Indiana Plaza, Indianapolis, Indiana 46204-2456; (317) 264-5000.

W \dwpdata\rfs\davis-fi\arganiza. art . -2 - 12/09/94
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OPERATING AGREEMENT
OF
DAVIS FINANCIAL SERVICES, LLC

This Operating Agreement (the "Agreement") for DAVIS
pAVIS FINANCIAL SERVICES, LLC (the "Company") is entered into and
shall be effective as of the day of December, 1994, by and’ 1
among DAVIS HOLDING CORPORATION, an Indiana corporatlon, and i
DAVIS HOMES, LLC, an Indiana llmlted liability company, pursuant !
to the provisions of the Indiana Business Flexibility Act, on the ﬁ
following terms and conditions: : :

ARTICLE I .
THE COMPANY -

1.1 Formation. The parties hereto do hereby form a
limited liability company (the "“Company") for the purpose of
conducting business within the State of Indiana and shall cause
Articles of Organization for the Company to be filed with the
Indiana Secretary of State. The Company and this Agreement shall
become effective upon the filing of the Articles of Organization,
pursuant to, in accordance with, and for purposes of, the
provisions of the Act.

1.2 Name. The name of the Company shall be DAVIS
FINANCIAL SERVICES, LLC and all business of the Company shall be
conducted in such name and/or under the such other names as may
be lawfully approved and adopted by the Company.

1.3 Purpose. The purposes of the Company shall be as
follows:

- (a) To engage in a general loan and mortgage business;

; to buy and sell promissory notes, mortgages and other.

- contracts at discount; to negotiate such notes,
mortgages and contracts; to lend and borrow money; and
to do any and all other things incident or pertinent to
such a general loan business;

(b) To deal in services and take other appropriate
steps to further the financial interests of the

Company ;

(c) To enter partnership agreements. in the capacity of
a General Partner or a Limited Partner, to become a

member of a joint venture or limited liability company,
or to participate in some other form of syndication for

investment; and

~

Operating Agreement )
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(d) To engage in any other lawful business or activity
related thereto.

P

~
\

1.4. Place of Business. The principal place of
pusiness of the Company shall be located at 3755 East 82nd
street, Suite 120, Indianapolis, Indiana 46240 or at such other
place in the State of Indiana as may be approved by the Members.

1.5 Term. The term of the Company shall commence on
the date the Articles of Organization are filed and shall be
perpetual, unless earlier terminated or liquidated in accordance
with the terms of this Agreement.

1.6 Statutory Compliance. The Company shall exist
under and be governed by, and this Agreement shall be construed
in accordance with, the applicable laws of the State of Indiana.
The Members shall make all filings and disclosures required by,
and shall otherwise comply with, all such laws. The Members
shall execute and file in the appropriate records any assumed or
fictitious name certificates and other documents and instruments
as may be necessary or appropriate with respect to the formation
of, and conduct of business by, the Company, including, but not
limited to, the filing of the Articles of Organization.

1.7 Title to Property. All real and personal property
owned by the Company shall be owned by the Company as an entity
and no Member shall have any ownership interest in such property
in its individual name or right, and each Member's interest in
the Company shall be personal property for all purposes.. The
Company shall hold all of its property in the name of the Company
and not in the name of any Member.

1.8 Payments of Member Obligations. The Members shall

use the Company's credit and assets solely for the benefit of the
Company and no. asset of the Company shall be transferred or
encumbered for or in payment of any individual obligation of a
Member.

. , 1.9 Definitions. Capitalized words and phrases used
in this Agreement have the following meanings:

(a) "Act" means the Indiana Business Flexibility Act, as
set forth in I.C. §§ 28-18-1-1 et seqg., as amended from
time to time (or any ‘corresponding provisions of
succeeding law).

(b) WAffiliate" means, with respect to any Person, (i) any
Person directly or indirectly controlling, controlled
by, or under common control with such Person, (ii) any

Operating Agreement
OF Davis Financial Services, LLC




~Person owning or controlling ten percent (10%) or more
of the outstanding voting interests of such Person,
(iii) any officer, director, or general partner of such
Person, or (iv) any Person who is an officer, director,
general partner, trustee, or holder of ten percent
(10%) or more of the voting interests of any Person
described in clauses (i) through (iii) of this

. sentence. For purposes of this definition, the term

’ "controls," "is controlled by," or "is under common

control with" shall mean the possession, directly or

' indirectly, of the power to direct or cause the

| direction of the management and policies of a person or

¥ entity, whether through the ownership of voting

securities, by contract or otherwise. '

(c) "“Agreement" means this Operating Agreement, as amended
from time to time. Words such as "herein," .
"hereinafter," "hereof," "hereto," and "hereunder"

refer to this Agreement as a whole, unless the context
otherwise requires.

(d) "Bankruptcy" means, with respect to any Person, a
"Voluntary Bankruptcy" or an "Involuntary Bankruptcy."
A "Voluntary Bankruptcy" means, with respect to any
Person, the inability of such Person generally to pay
} its debts as such debts become due, or an admission in
- writing by such Person of its inability to pay its
debts generally or a general assignment by such Person
for the benefit of creditors; the filing of any
petition or answer by such Person seeking to adjudicate
it a bankrupt or insolvent, or seeking for itself any
liquidation, winding up, reorganization, arrangement,
adjustment, protection, relief, or composition of such
Person or its debts under any law relating to
bankruptcy, insolvency, or reorganization or relief of
debtors, or seeking, consenting to, or acquiescing in
the entry of an order for relief or the appointment of
a receiver, trustee, custodian, or other similar
official for such Person or for any substantial part of
its property:; or corporate action taken by such Person
to authorize any of the actions set forth above. An
"Involuntary Bankruptcy" means, with respect to any
Person, without the consent or acquiescence of such
Person, the entering of an order for relief or
approving a petition. for relief or reorganization or
gny other petition seeking any reorganization,
rrangement, composition, readjustment, liquidation,
dissolution, or other similar relief under any present
or future bankruptcy, insolvency, or similar statute,
law, or regqulation, or the filing of any such petition

Operating Agreement
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against such Person which petition shall not be
dismissed within ninety (90) days, or, without the
consent or acquiescence of such Person, the entering of
an order appointing a trustee, custodian, receiver or
liquidator of such Person or of all or any substantial
‘part of the property of such Person which order shall
not be dismissed within sixty (60) days.

(e) "Business Day" means a day of the year on which banks
are not required and/or authorized to close in
Indianapolis, Indiana.

(f) “Capital Account" means, with respect to any Member,
the Capital Account maintained in accordance with the
following provisions:

(1) To each Member's Capital Account there
‘shall be credited such Member's Capital
Contributions, such Member's distributive share of
Profits and any items in the nature of income or
gain which are specially allocated pursuant to
Section 3.2 or Section 3.3 hereof, and the amount
of any Company liabilities assumed by such Member
or which are secured by any Property distributed
to such Member;

(ii) To each Member's Capital Account there
shall be debited the amount of cash and the Gross
Asset Value of any Property distributed to such
Member pursuant to any provision of this
Agreement, such Member's distributive share of
Losses and any items in the nature of expenses or
losses which are specially allocated pursuant to
Section 3.2 or Section 3.3 hereof, and the amount
of any liabilities of such Member assumed by the
Company or which are secured by any property
contraibuted by such Member to the Company.

(iii) In determining the amount of any
liability for purposes of Sections 1.9(f) (i) and
1.9(f) (ii) hereof, there shall be taken into
account Code Section 752(c) and any other
applicable provisions of the Code and Regulations.

The foregoing pfbvisions and the other provisions of
this Agreement relating to the maintenance of Capital
Accounts are intended to comply with Regulations
Section 1.704-1(b), and shall be interpreted and
applied in a manner consistent with such Regulations.
In the event the Members shall determine that it is

Operating Agreement
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prudent to modify the manner in which the Capital
Accounts, or any debits or credits thereto (including,
without limitation, debits or credits relating to
liabilities which are secured by contributed or
distributed property or which are assumed by the
Company or the Members), are computed in order to
comply with such Regulations, the Members may make such
modification, provided that it is not likely to have a
material effect on the amounts distributable to any
Member upon the dissolution of the Company. The
Members also shall (i) make any adjustments that are
necessary or appropriate to maintain equality between
the Capital Accounts of the Members and the amount of
Company capital reflected on the Company's balance
sheet, as computed for book purposes in accordance with
Regulations Section 1.704~1(b) (2) (iv) (g), and (ii) make
any appropriate modifications in the event
unanticipated events might otherwise cause this
Agreement not to comply with Regulations Section 1.704-
1(b).

(g) "capital Contributions" means, with respect to any
Member, the amount of money and the initial Gross Asset
Value of any property (other than money) contributed to
the Company with respect to the Company interest held
by such Member pursuant to the terms of this Agreement.
The principal amount of a promissory note which is not
readily traded on an established securities market and
which is contributed to the Company by the maker of the
note (or a Person related to the maker of the note
within the meaning of Regulations Section 1.704-
1(b) (2) (ii) (c) shall not be included in the cCapital
Contribution of any Member until the Company makes a
taxable disposition of the note or until (and to the
extent) principal payments are made on the note, all in
accordance with Regulations Section 1.704-

1(b) (2) (iv) (d) (2).

(h) "Code" means the Internal Revenue Code of 1986, as
amended from time to time (or any corresponding
provisions of succeeding law).

(i) "Company" means the limited liability company formed by
this Agreement and the limited liability company
continuing the business of this Company in the event of
dissolution as herein provided.

(j) "Company Minimum Gain” has the same meaning as set
forth in Requlations Sections 1.704-2(b)(2) and 1.704-
2(d) for Partnership Minimum Gain.

Operatir.\g Agreement
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(k) "Depreciation" means, for each Fiscal Year, an amount
equal to the depreciation, amortization, or other cost
recovery deduction allowable with respect to an asset
for such Fiscal Year, except that if the Gross Asset
Value of an asset differs from its adjusted basis for
federal income tax purposes at the beginning of such
Fiscal Year, Depreciation shall be an amount which
bears the same ratio to such beginning Gross Asset
Value as the federal income tax depreciation,
amortization, or other cost recovery deductions for
such year or other period bears to such beginning
adjusted tax basis; provided, however, that if the
adjusted basis for federal income tax purposes of an
asset at the beginning of such Fiscal Year is zero,
Depreciation shall be determined with reference to such
beginning Gross Asset Value using any reasonable method

. selected by the Members.

R Y

(1) "Fiscal Year" means (i) the period commencing on the
effective date of this Agreement and ending on December
31st, (ii) any subsequent twelve (12) month period
commencing on January lst and ending on December 31st,
or (iii) any portion of the period described in clause
(ii) for which the Company is required to allocate
Profits, Losses, and other items of Company income,
gain, loss, or deduction pursuant to Article III
hereof. '

(m) "Gross Asset Value" means, with respect to any asset, .
the asset's adjusted basis for federal income tax
purposes, except as follows:

. (i) The initial Gross Asset Value of any
asset contributed by a Member to the Company shall
be the gross fair market value of such asset, as
determined by the Members;

(ii) The Gross Asset Values of all Company
assets shall be adjusted to equal their respective
gross fair market values as of the following
times: (a) the admission of an additional Member;
(b) the distribution by the Company to a Member
(other than normal distributions of cash flow) as
consideration for an interest in the Company; and
(c) the liquidation of the Company within the
meaning of Regulations Section 1.704-

1(b) (2} (i1) (q).
(iii) The Gross Asset Value of any Company
asset distributed to any Member shall be adjusted

Operating Agreement
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(n)

(o)

(p)

(@)

(r)

(s)

to equal the gross fair market value of such asset
on the date of distribution as determined by the
Members; and

(iv) The Gross Asset Values of Company
assets shall be increased (or decreased) to
reflect any adjustments to the adjusted basis of
such assets pursuant to Code Section 734 (b) or
Code Section 743(b), but only to the extent that
such adjustments are taken into account in
determining Capital Accounts pursuant to
Regulations Section 1.704-1(b) (2) (iv) (m) and
Sections 1.9(w)(vi) and 3.2(c) hereof; provided,
however, that Gross Asset Values shall not be
adjusted pursuant to this Section 1.9(m) (iv) to
the extent the Members determine that an
adjustment pursuant to Section 1.9(m) (ii) hereof
is necessary or appropriate in connection with a
transaction that would otherwise result in an
adjustment pursuant to this Section 1.9(m) (iv).

If the Gross Asset Value of an asset has been
determined or adjusted pursuant to Section 1.9(m) (i),
Section 1.9(m) (ii), or Section 1.9(m)(iv) hereof, such
Gross Asset Value shall thereafter be adjusted by the
Depreciation taken into account with respect to such
asset for purposes of computing Profits and Losses.

"Interest" means with respect to a Member such Member's
interest in the Profits and Losses of the Company, as

set forth on Exhibit "A" of this Agreement.

f"Issuance Items" has the meaning set forth in Section
13.2(f).

"Nonrecourse Deductions" has the meaning set forth in
Section 1.704-2(b) (1) of the Regulations.

"Nonrecourse Liability" has the meaning set forth in
Section 1.704-2(b) (3) of the Regulations.

"Member Nonrecourse Debt" has the same meaning as is
set forth in Section 1.704-2(b) (4) of the Regulations
for Partner Nonrecourse Debt.

"Member Nonrecourse Minimum Gain" means an amount, with
respect to each Member Nonrecourse Debt, equal to the
Company Minimum Gain that would result if such Member
Nonrecourse Debt were treated as a Nonrecourse

Operating Agreement
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(t)

(u)

(v)

(w)

Liability, determined in accordance with Section 1.704-
2(1i)(3) of the Regqulations.

“Hember Nonrecourse Deductions" has the same meaning
set forth in Sections 1.704-2(i) (1) and 1.704~2(1i) (2)
of the Regulations for Partner Nonrecourse Deductions.

"Members" means those individuals and entities
executing this Agreement as Members. '"Member" means
any one of the Members.

"Person" means any individual, partnership,
corporation, trust, or other entity.

"Profits" and "Losses" means, for each Fiscal Year, an
amount equal to the Company's taxable income or loss
for such Fiscal Year, determined in-accordance with
Code Section 703(a) (for this purpose, all items of
income, gain, loss, or deduction required to be stated
separately pursuant to Code Section 703(a) (1) shall be
included in taxable income or loss), with the following
adjustments:

(1) Any income of the Company that is exempt
from federal income tax and not otherwise taken
into account in computing Profits or Losses
pursuant to this Section 1.9(w) shall be added to
such taxable income or loss;

(ii) Any expenditures of the Company:
described in Code Section 705(a) (2) (B) or treated
as Code Section 705(a) (2) (B) expenditures pursuant
to Regulations Section 1.704-1(b) (2) (iv) (i), and
not otherwise taken into account in computing
Profits or Losses pursuant to this Section 1.9 (w)
shall be subtracted from such taxable income or
loss;

(iii) In the event the Gross Asset Value of
any Company asset is adjusted pursuant to
Section 1.9(m)(ii) or Section 1.9(m)(iii) hereof,
the amount of such adjustment shall be taken into
account as gain or loss from the disposition of
such asset for purposes of computing Profits or
Losses; N

: (iv) Gain or loss resulting from any
disposition of Property with respect to which gain
or loss is recognized for federal income tax
purposes shall be computed by reference to the

Operating Agreement
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Gross Asset Value of the Property disposed of,
notwithstanding that the adjusted tax basis of
such Property differs from its Gross Asset Value;

(v) In lieu of the depreciation,
amortization, and other cost recovery deductions
taken into account in computing such taxable
income or loss, there shall be taken into account
Depreciation for such Fiscal Year or other periog,
computed in accordance with Sectlon 1.9(m) hereof;
and’

(vi)  To the extent an adjustment to the
adjusted tax basis of any Company asset pursuant
to Code Section 734(b) or Code Section 743(b) is
required pursuant to Regulations Section
1.704-1(b) (2) (iv) (m) (4) to be taken into account
in determining Capital Accounts as a result of a
distribution other than in liquidation of a
Member's interest in the Company, the amount of
such adjustment shall be treated as an item of
gain (if the adjustment increases the basis of the
asset) or loss (if the adjustment decreases the
basis of the asset) from the disposition of the
asset and shall be taken into account for purposes
of computing Profits or Losses; and

(vii) Notwithstanding any other provision of
this Section 1.9(w), any items which are
specifically allocated pursuant to Section 3.3
hereof shall not be taken into account in
computing Profits or Losses.

(x) "“Property" means all real and personal property
acquired by the Company and any improvements thereto,
and shall include both tangible and intangible
property.

(Y) "Regulations" means the Income Tax Regulations,

- including Temporary Regulations, promulgated under the
Code, as such requlations may be amended from time to
time (including corresponding prov151ons of succeeding
requlations).

(z) "Transfer" means, as'a noun, any voluntary or
involuntary transfer, sale, pledge or other disposition
and, as a verb, voluntarily or involuntarily to
transfer, sell, pledge or otherwise dispose of.

opel‘atit.\g Agreement
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ARTICLE II
CAPITAL CONTRIBUTIONS

2.1 Members. The names, addresses, initial Capital
contributions, and the percentage interests of each of the
Members are set forth on Exhibit "A" hereto and incorporated by
reference herein. ‘

2.2 Additional Capital Contributions. The Members
shall not be required to make any additional capital

contributions and in no event shall a Member be personally liable
for any losses, obligations, or debts of the Company in excess of
its respective initial capital contribution, except as
specifically agreed upon by such Member.

2.3 Other Matters.

(a) Except as otherwise provided in this Agreement, no
Member shall demand or receive a return of its Capital
Contributions or withdraw from the Company without the consent of
all Members. Under circumstances requiring a return of any
Capital Contributions, no Member shall have the right to receive
property other than cash except as may be specifically provided
herein.

(b) No Member shall receive any interest, salary or
drawing with respect to its Capital Contributions or its cCapital
Account or for services rendered on behalf of the Company or
otherwise in its capacity as Member, except as otherwise provided
in this Agreement.

(c) Except as otherwise provided in this Article II,
no Person shall be admitted to the Company as a Member without
the unanimous consent of the Members.

ARTICLE IIIX
ALIOCATIONS

: 3.1 Profits and lLosses. After giving effect to the
Special Allocations set forth in sections 3.2 and 3.3 hereof,
Profits and Losses for any Fiscal Year shall be allocated among
the Members in accordance with their percentage interests in the
Profits and Losses of the Company, as set forth in Exhibit "a"
attached hereto and incorporated herein.

3.2 Special Allocations. The following special allocations
shall be made in the following order:

‘ (a) Minimum Gain Chargeback. Except as otherwise
pProvided in Section 1.704-2(f) of the Regulations,
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notwithstanding any other provision of this Article III, if there
is a net decrease in Company Minimum Gain during any Company
riscal Year, each Member shall be specially allocated items of
company incowe and gain for such Fiscal Year (and, if necessary,
supsequent Flscal Years) in an amount equal to such Member's
share of the net decrease in Company Minimum Gain, determined in
accordance with Requlations Section 1.704-2(g). Allocations
ursuant to the previous sentence shall be made in proportion to
tne respective amounts required to be allocated to each Member
pursuant thereto. The items to be so allocated shall be
determined in accordance with Sections 1.704-2(f)(6) and 1.704~-
2(j) (2) of the Requlations. This Section 3.2(a) is intended to
comply with the minimum gain chargeback requirement in such
section of the Regulations and shall be interpreted consistently
therewith.

(b) Member Minimum Gain Chargeback. Except as

‘otherwise provided in Section 1.704-2(1i) (4) of the Regulations,

notwithstanding any other provision of this Article III, if there
is a net decrease in Member Nonrecourse Debt Minimum Gain
attributable to a Member Nonrecourse Debt during any Company
Fiscal Year, each Member who has a share of the Member
Nonrecourse Debt Minimum Gain attributable to such Member
Nonrecourse Debt, determined in accordance with Section

1.704-2(1) (5), shall be specially allocated items of Company
income and gain for such Fiscal Year (and, if necessary,
subsequent Fiscal Years) in an amount equal to such Member's
share of the net decrease in Member Nonrecourse Debt Minimum Gain
attributable to such Member Nonrecourse Debt, determined in
accordance with Regulations Section 1.704-2(i)(4). Allocations
pursuant to the previous sentence shall be made in proportion to
the respective amounts required to be allocated to each Member
pursuant thereto.  The items to be so allocated shall be
determined in accordance with Sections 1.704-2(i) (4) and
1.704-2(j) (2) of the Regulations. This Section 3.2(b) is
intended to comply with the minimum gain chargeback requirement
in such Section of the Regqulations and shall be interpreted
consistently therewith.

. (c) Code Section 754 Adjustment. To the extent an
adjustment to the adjusted tax basis of any Company asset

Pursuant to Code Section 734(b) or Code Section 743(b) is
required, pursuant to Regqulations Section 1.704-1(b) (2) (iv) (m) (2)
°r Regulations Section 1.704-1(b) (2) (iv) (m) (4), to be taken into
account in determining Capital Accounts, as a result of a
distribution to a Member in complete liquidation of interests the
dmount of such adjustment to the Capital Accounts shall be
treated as an item of gain (if the adjustment increases the basis
°f the asset) or loss (if the adjustment decreases such basis)
and' such gain or loss shall be specifically allocated to the
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npers in accordance with their interests in the Company in the
Merm Regulations Section 1.704-1(b) (2) (iv) (m) (2) applies, or to
evz Members to whom such distribution was made in the event that
;Zgulations Section 1.704-1(b) (2) (iv) (m) (4) applies.

(d) Nonrecourse Deductions. Nonrecourse Deductions
for any Fiscal Year or other period shall be specially allocated
among the Members in pgoportiop to their Interests in the
company, as set forth in Exhibit "A".

(e) Member Nonrecourse Deductions. Any Member

- yonrecourse Deductions for any Fiscal Year or other period shall

pe specially allocated to the Member who bears the economic risk
of loss with respect to the Member Nonrecourse Debt to which such
Member Nonrecourse Deductions are attributable in accordance with
Regulation Sections 1.704-2(i) (1) and 1.704-2(i)(2).

(f) Allocations Relating to Taxable Issuance of
company Interests. Any income, gain, loss or deduction realized
as a direct or indirect result of the issuance of an interest in
the Company to a Member (the "Issuance Items") shall be allocated
among the Members so that, to the extent possible, the net amount
of such Issuance Items, together with all other allocations under
this Agreement to each Member, shall be equal to the net amount
that would have been allocated to each such Member if the

- Issuance Items had not been realized.

3.3 Curative Allocations. The allocations set forth
in Sections 3.2(a), 3.2(b), 3.2(c), 3.2(d), and 3.2(e) hereof
(the "Regulatory Allocations") are intended to comply with
certain requirements of the Regulations. It is the intent of the
Members that, to the extent possible, all Regulatory Allocations
shall be offset either with other Regulatory Allocations or with
special allocations of other items of Company income, gain, loss
or deduction pursuant to this Section 3.3. Therefore, '
notwithstanding any other provision of this Article III (other
than the Regulatory Allocations), the Members shall make such
offsetting special allocations of Company income, gain, loss or
deduction in whatever manner they determine appropriate so that,

-after such offsetting allocations are made, each Member's Capital

Account balance is, to the extent possible, egqual to the Capital
Account balance such Member would have had if the Regqulatory
Allocations were not part of the Agreement and all Company items
Were allocated pursuant to Sections 3.1 and 3.2(f). In
&Xercising their discretion under this Section 3.3, the Members
Shall take into account future Regulatory Allocations under
S?Ctions 3.2(a) and 3.2(b) that, although not yet made, are
likely to offset other Regulatory Allocations previously made
Under Section 3.2(d) and 3.2(e).

°Eiratiqg Agreement
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3.4 Other Allocation Rules.

‘ (a) The Members are aware of the income tax
consequences of the allocations made by this Article III and
nereby agree to be bound by the provisions of this Article III in
reporting their shares of Company income and loss for income tax
purpOSGS .

(b) For purposes of determining the Profits, Losses,
or any other items allocable to any period, Profits, Losses, and
any such other items shall be determined on a daily, monthly, or
other basis, as determined by the Members using any permissible
method under Code Section 706 and the Regulations thereunder.

(c) Solely for purposes of determining a Member's
proportionate share of the "excess nonrecourse liabilities" of
the Company within the meaning of Regulatiéns Section
1.752-3(a) (3), the Members' interests in Company Profits are in
proportion to their Interests, as set forth on Exhibit "a",

(d) To the extent permitted by Section 1.704-2(h) (3)
of the Regulations, the Members shall endeavor not to treat
distributions of cash as having been made from the proceeds of a
Nonrecourse Liability or a Member Nonrecourse Debt.

3.5 Tax Allocations; Code Section 704(c). In
accordance with Code Section 704(c) and the Regulations
thereunder, income, gain, loss, and deduction with respect to any
property contributed to the capital of the Company shall, solely
for tax purposes, be allocated among the Members so as to take
account of any variation between the adjusted basis of such
property to the Company for federal income tax purposes and its
initial Gross Asset Value (computed in accordance with Section
1.9(m) (i) hereof).

In the event the Gross Asset Value of any Company asset
is adjusted pursuant to Section 1.9(m) (ii) hereof, subsequent
allocations of income, gain, loss, and deduction with respect to
such asset shall take account of any variation between the
adjusted basis of such asset for federal income tax purposes and
its Gross Asset Value in the same manner as under Code Section
704 (c) and the Regulations thereunder.

Any elections or other decisions relating to such
allocations shall be made by the Members in any manner that
reasonably reflects the purpose and intention of this Agreement.
Allocations pursuant to this Section 3.5 are solely for purposes
of federal, state, and local taxes and shall not affect, or in
any way be taken into account in computing, any Person's Capital

?perating Agreement
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Account or share of Profits, Losses, other items, or
distributions pursuant to any provisions of this Agreement.

ARTICLE IV
DISTRIBUTIONS

4.1 Distributions. Except as may be otherwise
provided in this Agreement, the Company shall distribute to the
Members the net cash flow of the Company. Such distributions
shall be made at such times as the Manager shall determine and
shall be distributed among the Members in proportion to their
Interests in the Company; provided, however, that in all events,
the Company shall distribute to each Member, prior to the end of
the third month following the close of each taxable year of the
Company, an amount equal to such Member's distributive share of
the net taxable income of the Company (as computed for Federal
income tax purposes) multiplied by forty-five percent (45%), it °
being the intent of the parties that, at a minimum, each Member
shall receive a distribution of cash equal to the tax liability
generated by such Member's distributive share of the Company's
net taxable income. For purposes of this Agreement, the term
"net cash flow of the Company" means the gross cash proceeds from
Company operations less the portion hereof used to pay or
establish reserves for all Company expenses, debt payments,
capital improvements, replacements, and contingencies, all as
determined by the Manager. The net cash flow of the Company
shall not be reduced by depreciation, amortization, cost recovery
deductions or similar allowances. :

4.2 Amounts Withheld. All amounts withheld pursuant
to the Code or any provision of any state or local tax law with
respect to any payment or distribution to the Company or the
Members shall be treated as amounts distributed to the Members
pursuant to this Article IV for all purposes under this
Agreement. The Company is authorized to withhold from
distributions, or with respect to allocations, to the Member and
to pay over to any federal, state or local government any amounts
required to be so withheld pursuant to the Code or any provisions
of any other federal, state or local law and shall allocate such
amounts to the Members with respect to which such amount was
withheld. '

' ARTICLE V
MANAGEMENT; RIGHTS AND DUTIES OF MEMBERS

5.1 General. The initial Manager, or Managing Member,
of the Company shall be DAVIS HOLDING CORPORATION. The business
and affairs of the Company shall be managed by its Manager or
Managing Member. Except for situations in which the approval of

Operating Agreement
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ghe Members is expressly required by this Operating Agreement or !
by nonwaivable provisions of applicable law, the Manager shall i
nave full and complete authority, power and discretion to manage

and control the business, affairs and properties of the Company, :
to make all decisions regarding those matters and to perform any ‘ i
and all other acts or activities customary or incident to the

management of the Company's business. The Manager shall hold

office until the next annual meeting of Members or until its

successor shall have been elected and qualified. The Manager

shall be elected by the affirmative vote of Members holding at

least a Majority Interest. 1In addition to any other rights and

powers, the Manager may exercise the following specific rights

and powers without any further consent of the other Members being

required: '

(a) To take any and all reasonable and/or
necessary actions to enable the Company to engage
in the acquisition, development, construction,
operation, management, and/or sale of real estate;

(b) To acquire or dispose of real property :
(including any interest therein) for cash, i
securities, other property, or any combination
thereof upon such terms and conditions as the
Manager may, from time to time, determine
(including, in instances where the property is
encumbered, on either an assumption or a "subject
to" basis);

el

l

(c) To finance the Company's activities either ‘
with the seller of the property or materials or by f$!
|

|

borrowing money from third parties, all on such
terms and conditions as the Manager deems
appropriate. In instances where money is borrowed
for Company purposes, the Manager shall be, and ;
hereby is, authorized to pledge, mortgage, 11
encumber, or grant a security interest in the L
property or materials acquired and/or other Hh
Company assets for the repayment of such loans; |

_Eea e

(d) To employ, retain, or otherwise secure or P
enter into other contracts with personnel or firms
to assist in acquiring, developing, improving,
managing, and general operation of the Company's
business, including, but not limited to attorneys, ;
accountants, architects, business consultants,
contractors and engineers, all on such terms and P
for such consideration as the Manager deemns :
advisable;

?Perating Agreement
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(e) To expend the capital and income of +the
company to the extent permitted by this

Agreement;

(£) To ask for, collect and receive anvy rents,
issues and profits or income from any Property of
the Company, or any part or parts thereof,' and/or
any services provided by the Company and to
disburse Company funds for Company purposes to
those persons entitled to receive same;

(g) To purchase from or through others, contracts
of liability, casualty or other insurance for the
protection of the properties or affairs of the
Company or the Members, or for any purpose
convenient or beneficial to the Company ;

(h) To pay all taxes, licenses or assessments of
whatever kind or nature imposed upon oxr against
the Company or its assets, and for such Purposes
to make such returns and do all other such acts or
things as may be deemed necessary and adwisable by
the Company;

(i) To establish, maintain and supervise +the
deposit of any monies or securities of the cCompany
with federally insured banking institutions or
other institutions as may be selected by +the
Manager, in accounts in the name of the Company
with such institutions;

(j) To institute, prosecute, defend, sett]e,
compromise and dismiss lawsuits or other Judicial
or administrative proceedings brought on or in
behalf of, or against, the Company or the Members
in connection with activities arising out of,
connected with or incidental to this Agreement,
and to engage counsel or others in connection
therewith;

(k) To execute for and on behalf of the Conpany
all applications for permits and licenses as the
Manager deems necessary and advisable; .

(1) To perform all ministerial acts and dutjies
relating to the payment of all indebtedness, taxes
and assessments due or to become due with regard
to the Company, and to give and receive notices,
reports and other communications arising out of or

-16-



~ in connection with the conduct of the Company's
business; and

(m) To take any and all other actions which are
permitted under applicable law and which are
customary or reasonably related to the Company's
business.

5.2 Insurance. The Manager shall procure and
paintain, or cause to be procured and maintained, insurance
sufficient to enable the Company to comply with applicable laws,
requlations and requirements.

5.3 Standard of Care. The Manager shall use
reasonable efforts to perform its duties hereunder. The Manager
shall devote such.of the time of its personnel to the business of
the Company as may be necessary for the efficient carrying on
thereof. Whenever reasonably requested by any Member, the
Manager shall render a just and faithful account of all dealings
and transactions relating to the business of the Company.

5.4 Restrictions on the Manager and Members.

Notwithstanding anything in this agreement to the contrary,
neither the Manager nor any other Member shall have any authority
to do any of the following acts on behalf of the Company without
the approval of a majority, in interest not in numbers, of the

Members:

(a) admitting a new Member to the Company:

(b) doing any act in contravention of this Agreement
or which would make it impossible or unreasonably
burdensome to carry on the business of the Company; or

(c) possessing any property of the Company, or
assigning the rights of the Company in any of its
property.

Notwithstanding the above, the Manager have the right
to take such actions as it, in its reasonable judgment, deems
Necessary for the protection of life or health or the
Preservation of Company assets if, under the circumstances, in
the good faith estimation of the Manager, there is insufficient
time to allow the Manager to obtain the approval of the Members
Lo such action and any delay would materially increase the risk
to life or health or preservation of assets. The Manager shall
M0tify the Members of each such action contemporaneously

herewith or as soon as reasonably practicable thereafter. Such
thority shall lapse and terminate upon reduction of such risk

?::""iljg Agreement
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to life or health or preservation of assets or upon receipt by
the Manager of telephone, telegraphic or written notice from any
Member of his or her disapproval of any or all of the proposed
actions. ‘

5.5 Nominees. All Members recognize that sometimes
there are practical difficulties in doing business as a limited
1iability company, occasioned by outsiders seeking to satisfy
themselves relative to the capacity of the Manager to act for and
on behalf of the Company, or for other reasons. Therefore, the
Members hereby specifically authorize the Manager to acquire real
and personal property, arrange financing, enter contracts, and
complete any other arrangements needed to effectuate the purpose
of this Company, either in its own name or in the name of a
nominee, without having to disclose the existence of this
company. If the Manager decides to transact any portion of the
Company's business in its own name or-°in the name of a nominee,
the Manager shall place a written declaration of trust in the
Company books and records that acknowledges the capacity in which
it or the nominee acts and the name of the true or equitable
owner, being the Company.

5.6 Compensation of Manager. The Manager will receive
an annual fee as compensation for acting as Manager and shall be
entitled to reimbursement for any expenses paid by it arising out
of the business of the Company. The Manager's compensation may
be adjusted annually by a majority vote, in interest not in
numbers, of the Members (including the Manager). It is intended
that the Manager's compensation will be treated for tax purposes
as a payment under Section 707(c) of the Internal Revenue Code,
as amended from time to time.

. ARTICLE VI
ACCOUNTING, BOOKS AND RECORDS

6.1 Accounting, Books and Records. The Company shall
maintain at its principal place of business separate books of

account for the Company which shall show a true and accurate
record of all costs and expenses incurred, all charges made, all
credits made and received, and all income derived in connection
with the operation of the Company business. The Manager shall
determine whether the cash or accrual method of accounting is to
be used in keeping the Company records in preparation of its
annual reports and for tax purposes and shall keep its books
accordingly. The Company's year-end shall be December 31. Each
Member shall, at its sole expense, have the right, at any time
Without notice to any other Member, to examine, copy, and audit
the Company's books and records during normal business hours.

Operating Agreement
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each Fiscal Year, the Company shall provide each Member with a
copy of the balance sheet of the Company as of the last day of

such Fiscal Year, a statement of the Company's cash flow for such

Fiscal Year, a statement of income or loss for the Company for
such Fiscal Year, and a statement of the Members' Capital
Accounts and changes therein for such Fiscal Year. Such
statements shall be reviewed by the Company's accountants.

6.3 Tax Returns. The Company shall furnish each
Member with a copy of each income tax return filed by the
Company, together with any schedules or other information which
each Member may require in connection with such Member's own tax
affairs.

6.4 Special Basis Adjustment. Unless approved by the
Members, the Company shall not make an election to adjust the -
basis of the Company's property in the manner provided in
Sections 734(b) and 743 (b) of the Code.

6.5 Tax Matters Member. The Manager shall act as the
"Tax Matters Partner" under the Code and in any similar capacity
under state or local law.

6.6 Banking. All funds of the Company shall be

~deposited in the Company's name, in such account or accounts with

member banks of the FDIC as may be approved by the Manager;
provided, however, that the Manages may elect to deposit all or a
portion of the funds standing in the Company reserves in
interest~bearing accounts with, or apply such funds to purchase
short-term interest-bearing investments issued or guaranteed as
to payment by, such banks or other financial institutions that
are members of the FDIC or the United States (or its agencies or
instrumentalities). Withdrawals of funds from Company accounts
shall be made on such signature or signatures as the Manager may
approve from time to time.

ARTICLE VIX
METHOD OF VOTING; COMPANY MEETINGS; AMENDMENTS

7.1 General. Actions and decisions requiring the
approval of the Members pursuant to any provision of this
Agreement may be authorized or made either by vote of the
required number of Members taken at a meeting of the Members, or
by unanimous written consent without a meeting.

7.2 Meetings. Any Member may call a meeting to

consider approval of an action or decision under any provision of

this Agreement by delivering to each other Member notice of the
time and purpose of such meeting at least ten (10) Business Days

Cperating Agreement
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pefore the day of such meeting. A Member may waive the
requirement of notice of a meeting either by attending such
meeting or executing a written waiver before or after such
meeting. Any such meeting shall be held during the Company's
normal business hours at its principal place of business unless
all of the other Members consent in writing or by their

attendance at such meeting to its being held at another location
or time.

7.3 Unanimous Consent. Any Member may propose that
the Company authorize an action or decision pursuant to any
prov151on of this Agreement by unanimous written consent of all
Members in lieu of a meeting. A Member's written consent may be
evidenced by his signature on a counterpart of the proposal or by
a separate writing (including a facsimile) that identifies the
proposal with reasonable specificity and states that such Member
consents to such proposal.

7.4 JYVote by Proxy. A Member may vote (or execute a
written consent) by proxy given to any other Member. Any such
proxy must be in writing and must identify the specific meeting
or matter to which the proxy applies or state that it applies to
all matters (subject to specified reservations, if any) coming
before the Company for approval under any provision of this
Agreement prior to a specified date (which shall not be later
than the first anniversary date of the date on which such proxy
is given). Any such proxy shall be revocable at any time and
shall not be effective at any meetlng at which the Member giving
such proxy is in attendance.

7.6 Records. The Company shall maintain permanent
records of all actions taken by the Members pursuant to any
provision of this Agreement, including minutes of all Company
meetings, copies of all actions taken by consent of the Members,
and copies of all proxies pursuant to which one Member votes or
executes a consent on behalf of another.

7.7 Amendments. Any provision of this Agreement may
be amended from time to time only upon the affirmative vote of
all of the Members.

ARTICLE VIII
TRANSFERS

8.1 Restrictions on Transfers. Except as specifically
Provided in Section 8.2, no Member shall Transfer all or any
bortion of his or her interest in the Company or any rights
therein without the consent of the Manager, which consent may be
Withheld for any reason. Any Transfer or attempted Transfer by
any Member in violation of the preceding sentence shall be null

OPerating Agreement
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and void and of no force or effect whatever. Each Member hereby
- acknowledges the reasonableness of the restrictions on Transfer
lmpcsed by this Agreement 1n view of the Company purposes and the
relationship of the Members. Accordingly, the restrictions on
N | rransfer contained herein shall be specifically enforceable.
R Each Member hereby further agrees to hold the Company and each

< Member (and each Member's successors and assigns) wholly and
completely harmless from any cost, liability, or damage
(including, without limitation, liabilities for income taxes and
costs of enforcing this indemnity) incurred by any of such
indemnified Persons as a result of a Transfer or an attempted
Transfer in violation of this Agreement.

8.2 Right of First Refusal. If the Manager approves a
proposed transfer, then the Member (the "Selling Member")
desiring to Transfer all or a portion of its interest in the
Company shall notify ("Offering Notice") the other Members of its
intention to do so. The Offering Notice shall specify the nature
of the Transfer, the consideration to be received therefor, the
identity of the proposed purchaser (or lender, as the case may
be), and the terms upon which the Selling Member intends to
undertake such Transfer. The non-Selling Members shall have the
right, but not the obligation, to elect to purchase from the
Selling Member all (but not less than all) of the interest in the
Company referred to in the Offering Notice at the same price and
on the same terms as specified in the Offering Notice for a
period of 30 days after the giving of the Offering Notice (or
make the loan, if the same involves an encumbrance, hypothecation
or mortgage, upon the same terms on which said loan was to be
made) by delivering in writing to the Selling Member an offer to
purchase (or loan) that portion of the interest in the Company of
the Selling Member covered by the Offering Notice. (If more than
one Member elects to so purchase (or loan), the offered interest
in the Company shall be sold to (or the loan shall be made by)
the electing Members in proportion to their respective :
Interests). Within 45 days thereafter, the purchase by the non-
Selling Member(s) of said interest in the Company shall be
consummated on the terms and conditions set forth in the Offering
Notice of the Selling Member (or if the same involves a mortgage,
encumbrance or other hypothecation, the loan shall be consummated
upon the terms and conditions of the loan set forth in the
Offering Notice). If within the 30-day period during which the
non-Selling Member(s) have the right to elect to purchase the
Selling Member's interest in the Company (or to elect to make the
loan specified therein), they do not make such election, then the
Selling Member, within 30 days after the expiration of said 30-
day period, may undertake and complete the Transfer to any Person
the identity of which was disclosed in the Offering Notice. The
Transfer shall not be undertaken at a lower price or upon more
favorable terms to the purchaser (or lender) than specified in
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ering Notice. 1If the Selling Member does not consummate

. theofgansfer within the time scheduled for closing pursuant to

ﬂwhoffering Notice, whichever is later, then all restrictions of
the gection 8.2 shall apply as though no Offering Notice had

this °F%
peen given:

ARTICLE IX
ACTION FOR PARTITION

9.1 Waiver of Partition. No Member shall, either
girectly or indirectly, take any action to require partition or
appraisement of the Company or of any of its assets or properties
or cause the sale of any Company property, and notwithstanding
any provisions of applicable law to the contrary, each Member
(and its legalk representatives, successors or assigns) hereby
jrrevocably waives any and all right to maintain any action for
partition or to compel any sale with respect to its Company
interest, or with respect to any assets or properties of the
company, except as expressly provided in this Agreement.

ARTICLE X
TERMINATION OF COMPANY

10.1 Termination Upon Event of Dissociation. The

occurrence of an "Event of Dissociation" shall terminate the
Company as of the close of business on the last day of the
calendar month in which such event occurs; provided, however,
that the Members may elect to continue the business of the
Company as hereinafter provided. An Event of Dissociation shall

mean:

(a) the bankfuptcy, dissolution and/or commencement of
winding up of a Member; :

(b) the withdrawal of any Member from the Company:

(c) a transfer of all of any Member's Interest in the
Company; or ‘

(d) the death, incapacity, insanity or incompetency of an
individual Member.

Following an Event of Dissociation, a majority in interest of the
Members (i.e., Members holding more than fifty percent (50%)
interests in Profits and Capital of the Company) may elect to
Ccontinue the Company business at a special meeting called for
that purpose, which special meeting shall be held within ninety
(90) days after the occurrence of the Event of Dissociation.

0Pel‘ating Agreement
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10.2 Voluntary Termination. The Company may be
jnated upon any date specified in a notice of termination,
d by all of the Members.

10.3 Effect of a Termination of the Company. Upon the

e jnation of the Company, regardless of how it is terminated,
the affairs of the Company shall be wound up by the Manager or if
it refuses to serve, or is incapable of serving, a majority of
the Members (1n interest not in numbers) may appoint or designate
2 Trustee-in-Liquidation who shall serve to wind up the affairs
of the Company. The Trustee-in-Liquidation need not be a
commercial or corporate trustee, need not be bonded, and may be a
Member. Whoever serves to wind up the affairs of the Company,
the following procedure shall be followed:

term
signé

Upon such termination, the assets of the Company shall
pe applied first to the payment of the outstanding Company
liabilities. Additionally, an appropriate reserve may be
maintained in an amount determined by the Manager or Trustee-in-
Liquidation for any contingent liability until said contingent
liability is satisfied. The balance of such reserve, if any,
shall be distributed, together with any other sum remaining after
payment of the outstanding Company liabilities, to the Members in
accordance with their capital accounts at the time of said
liquidation.

Nothing contained in this Agreement shall defeat the
right of a Member to require and to have a court-supervised
winding up, liquidation, and dissolution of the Company. No
Member shall be entitled to demand a distribution be made to him
in Company Property, but the Manager may make or direct property
distributions to be made, using the property's fair market value
as of the time of distribution as the basis for making the
distribution.

10.4 cCompliance With Timing Requirements of

Requlations. 1In the event the Company is "liquidated" within the
mganing of Treasury Requlation Section 1.704-1(b) (2) (ii) (g),
distributions shall be made pursuant to this Article X (if such
liquidation constitutes a dissolution of the Company) or Article
IV (if it does not) to the Members who have positive capital
Accounts in compliance with Treasury Regulation Section
1.704-1(b) (2) (ii) (b) (2); provided, however, that in no event
shall a Member be required or compelled to restore any negative
Capital account balances or pay to the Company, any creditor of
the Company or any person claiming an interest in the Company,
the amount of any such negative capital account, or any portion
tT}ereof. Distributions pursuant to the preceding sentence may be
distributed to a trust established for the benefit of the Members
for the purposes of liquidating Company assets, collecting
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amounts owed.to tpe Company, and paying any contingent or
unforeseen liabilities or obligations of the Company or of the
Members arising out of or in connection with the Company. The
assets of any such trust shall be distributed to the Menmbers from
time to time, in the reasonable discretion of the Manager, in the
game proportions as the amount distributed to such trust by the
company would otherwise have been distributed to the Members
pursuant to this Agreement. -
ARTICLE XI
MISCELLANEOUS

11.1 Notices. Any notice, payment, demand, or
communication required or permitted to be given by any provision
of this Agreement shall be in writing and sent by overnight
courier, or by telephone or facsimile, if such telephone .
conversation or facsimile is followed by a hard copy of the
telephone conversation or facsimile communication sent by
overnight courier, charges prepaid, addressed as follows: if to
the Company, to the Company at the address set forth in
Section 1.4 hereof, or to such other addréss as the Company may
from time to time specify by notice to the Members; if to a
Member, to such Member at the address set forth on Exhibit "A"
hereto, or to such other address as such Member may from time to
time specify by notice to the Company. Any such notice shall be
deemed to be delivered, given, and received as of the date so
delivered.

11.2 Binding Effect. Except as otherwise provided in
this Agreement, every covenant, term, and provision of this
Agreement shall be binding upon and inure to the benefit of the
Members and their respective heirs, legatees, legal :
representatives, successors, transferees, and assigns.

11.3 construction. Every covenant, term, and
provision of this Agreement shall be construed simply according
to its fair meaning and not strictly for or against any Member.
The terms of this Agreement are intended to embody the economic
relationship among the Members and shall not be subject to
modification by, or be conformed with, any actions by the
Internal Revenue Service except as this Agreement may be
explicitly so amended and except as may relate specifically to
the filing of tax returns. '

] 11.4 Time. Time is of the essence with respect to
this Agreement.

) ' 11.5 Headings. Section and other headings contained
in this Agreement are for reference purposes only and are not
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ded to describe, interpret, define, or limit the scope,
t, or intent of this Agreement or any provision hereof.

inten
exten

11.6 Severability. Every provision of this Agreement
jntended to be severable. If any term or provision hereof is
i1l1egal or invalid for any reason whatsoever, such illegality or
jpvalidity shall not affect the validity or legality of the
inder of this Agreement.

yema 1
11.7 Incorporation by Reference. Every exhibit,

schedule, and other appendix attached to this Agreement and
referred to herein is not incorporated in this Agreement by
reference unless this Agreement expressly otherwise provides.

i

11.8 . Further Action. Each Member agrees to perform
all further acts and execute, acknowledge, and deliver any
documents which may be reasonably necessary, appropriate, or
desirable to carry out the provisions of this Agreement.

11.9 Variation of Pronouns. All pronouns and any
variations thereof shall be deemed to refer to masculine,
feminine, or neuter, singular or plural, as the identity of the
person Or persons may require.

11.10 Governing law. The laws of the State of Indiana
shall govern the validity of this Agreement, the construction of
- its terms, and the interpretation of the rights and duties of the

Members.

11.11 Counterpart Execution. This Agreement may be
executed in any number of counterparts with the same effect as if
all of the Members had signed the same document. All
counterparts shall be construed together and shall constitute one

agreement.

11.12 Loans. Any Member may, with the approval of the
Members, lend or advance money to the Company. If any Member
lel make any loan or loans to the Company or advance money on
its behalf, the amount of any such loan or advance shall not be
treated as a contribution to the capital of the Company but shall
be a debt due from the Company. The amount of any such loan or
advance by a lending Member shall be repayable out of the
Company's cash and shall bear interest at the rate agreed between
the Company and the lending Member. None of the Members shall be
obligated to make any loan or advance to the Company.

0Pef‘atihg Agreement
o Davis Financial Services, LLC
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IN WITNESS WHEREOF, the parties have entered into this
Operating Agreement for the Company, a copy of which has been
‘delivered to the undersigned, as of the date first above set
forth and each party agrees to make the initial contributions set
forth opposite its name on Exhibit A which is attached hereto and

pade a part hereof.

ATTEST:

Title:

ncorporate Seal"

ATTEST:

Title:

"Corporate Seal"

°Perating Agreement
or Davis Financial Services, LLC

MANAGER:

DAVIS HOLDING CORPORATION
an Indiana corporation

By:

Name:

Title:

DAVIS HOMES, LLC
an Indiana limited liability
company

By: DAVIS HOLDING CORPORATION,
Manager

Name:

Title:
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Names and
Addres ses
of Members

pavis Holding

- corporation

3755 East 82nd sSt.
suite 120
indianapolis,
indiana 46240

pavis Homes, LLC
1755 East 82nd St.
suite 120
Indianapolis,
Indiana 46240

Cperating Agreement

Exhibit naw

EXHIBIT A

OPERATING AGREEMENT
OF
DAVIS FINANCIAL SERVICES, LLC

, Percentage
Initial cCapital ' Interest
Contribution Pursuant to in Profits
Section 2.1 and Losses

1.00%

99.00%

for bavis rinancial Services, LLC




EXHIBIT B

COMPENSATION TO BE PAID TO
MANAGER

The Members of Davis Financial Services, LLC, an Indiana
jimited liability company (the "Company") having met, considered
and voted on the matter, have established the compensation to be
paid to the Manager of the Company pursuant to Section 5.6 of the

operating Agreement for the calendar year of 19___ at

: ) Dollars. Said compensation
is to be paid without regard to the profits and/or losses of the
company and in compliance with the provisions of Section 707 (c)
of the Internal Revenue Code of 1986, as amended from time to
time. .

DAVIS FINANCIAL SERVICES, LLC,
an Indiana Limited Liability
Company

By: DAVIS HOLDING CORPORATION,
Manager

By:

Name:
Title:
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2003-SNNo.[ ]

FORM OF NOTE

DAVIS HOMES, LLC
___% SUBORDINATED NOTE DUE , 2011

DAVIS HOMES, LLC, a limited liability company duly organized under the laws of the
State of Indiana (herein referred to as the “Company”), for value received, hereby promises to
payto | ] or registered assigns, the principal sum of
[ ] DOLLARS at its office or agency for that purpose in Marion (or a contiguous)
County, Indiana, at maturity stated above, payable in such coin or currency of the United States
of America as at the time of payment shall be legal tender for the payment of public and private
debts, and to pay interest semiannually on January 1 and July 1 of each year, commencing July 1,
2003, on said principal sum at said office or agency, in like coin or currency, at the per annum
rate stated above, from the January 1 or July 1 next preceding the date of this Note to which
interest has been paid, unless the date hereof is a January 1 or July 1 to which interest has been
paid, or unless no interest has been paid on the Notes, in which case from the date of issuance of
this Note, until payment of said principal sum has been made or duly provided for.
Notwithstanding the foregoing, if the date hereof is after the first day of any January or July, this
Note shall bear interest from such January 1 or July 1; provided, however, that if the Company
shall default in the payment of interest due on such January 1 or July 1, then this Note shall bear
interest from the next preceding January 1 or July 1 to which interest has been paid, or, if no
interest has been paid on the Notes, from the date of issuance of this Note. The interest so
payable on any interest payment date will be paid to the person in whose name this Note is
registered at the close of business on the day preceding such interest payment date, and may, at
the option of the Company, be paid by check mailed to such person at his last address as it
appears on the registry books of the Registrar. Interest will be computed on the basis of a 360-
day year of 12, 30-day months.

Reference is made to the further provisions of this Note set forth on the reverse hereof.
Such further provisions shall for all purposes have the same effect as though fully set forth at this
place.

This Note shall not be valid or become obligatory for any purpose until the certificate of
authentication hereon shall have been signed by the Trustee under the Indenture referred to on
the reverse hereof and shall be deemed to be issued as of that date.

TRUSTEE’S CERTIFICATE IN WITNESS WHEREOF, DAVIS HOMES,
LLC has caused this Instrument to be executed
This is one of the Series 2003 Notes described  in its company name by the actual or facsimile
in the Indenture referred to on the reverse signature of the President attested by the actual
hereof. or facsimile signature of the Secretary of Davis
Holding Corporation, the managing member of
the Company.



First Community Bank & Trust - Dated:
DAVIS HOMES, LLC

By: Albert R. Jackson, IIT By: Davis Holding Corporation
as Trustee The Managing Member
Attest:

By: Authorized Officer

Date of Authentication and Issuance: Secretary President

(REVERSE SIDE)
DAVIS HOMES, LLC
% Subordinate Note Due , 2011

This Note is one of a duly authorized issue of Notes of the Corporation, designated as its
Series 2003 Subordinated Notes (herein called the “Notes™), limited (except as otherwise
provided in the Indenture referred to below) to the aggregate principal amount of $5,000,000 to
be issued under and subject and pursuant to an indenture dated as of , 2003
(herein called the “Indenture”), duly executed and delivered by the Company to First Community
Bank & Trust, Trustee (herein called the “Trustee™), to which Indenture and all indentures
supplemental thereto reference is hereby made for a description of the rights, limitations of
rights, obligations, duties and immunities thereunder of the Trustee, the Company and the
holders of the Notes.

If an Event of Default specified in the Indenture, shall have occurred and be continuing,
the principal hereof may be declared, and upon such declaration shall become, due and payable
in the manner, with the effect and subject to the conditions provided in the Indenture.

Noteholders may not enforce the Indenture or the Notes except as provided in the
Indenture. The Trustee may require indemnity satisfactory to it before it enforces the Indenture
or the Notes. Subject to certain limitations, holders of a majority in principal amount of the
Notes may direct the Trustee in its exercise of any trust or power. The Trustee may withhold
notice to Noteholders of any continuing default (except a default in payment, principal or
interest) if it determines that withholding notice is in the best interests of the Noteholders.

The Indenture contains provisions permitting the Company and the Trustee, with the
consent of the holders of not less than 66 2/3% in aggregate principal amount of the Notes at the
time outstanding, evidenced as in the Indenture provided, to execute supplemental indentures
adding any provisions to or changing in any manner or eliminating any of the provisions of the
Indenture or of any supplemental indenture or modifying in any manner the rights of the holders
of the Notes: provided, however, that no such supplemental indenture shall (i) extend the fixed
maturity of any Note, or reduce the rate or extend the time of payment of interest thereon, or
reduce the principal amount thereof, or make the principal thereof or interest thereon payable in
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any coin or currency other than that hereinbefore provided, without the consent of the holder of
each Note so affected, (ii) make any change in the provisions of the Indenture dealing with
redemption of the Notes that adversely affect the rights of Noteholders, (iii) make any change in
Section 7.04 or 7.07 or 10.02 of the Indenture, or (iv) reduce the aforesaid percentage of Notes,
the holders of which are required to consent to any such supplemental indenture, without the
consent of the holders of all Notes then outstanding. It is also provided in the Indenture that
prior to any declaration accelerating the maturity of the Notes, the holders of a majority in
aggregate principal amount of the Notes at the time outstanding may on behalf of the holders of
all of the Notes waive any past default or Event of Default under the Indenture and its
consequences except a default in the payment of principal, interest premium or redemption price
of any of the Notes. Any such consent or waiver by the holder of this Note (unless revoked as
provided in the Indenture) shall be conclusive and binding upon such holder and upon all future
holders and owners of this Note and any Notes which may be issued in exchange or substitution
herefor, irrespective of whether or not any notation thereof is made upon this Note or such other
Notes.

The Notes are subject to redemption prior to maturity in whole or in part, at any time on
or after July 1, 2004 at the option of the Company, at one hundred percent (100%) of the
principal amount together with accrued and unpaid interest to the redemption date.

If the Company elects to redeem only a portion of the outstanding Notes those Notes to be
redeemed shall be selected by lot by the Company and by such other method as the Company
deems appropriate.

If the date fixed for redemption is an interest payment date, the interest payable on such
date shall be paid to the person in whose name this Note is registered at the close of business on
the day immediately preceding such interest payment date as provided in the Indenture. Notice
to holders of Notes to be redeemed shall be given by mailing to such holders a notice of such
redemption at their last address as it shall appear on the books maintained for registration of the
Notes, all as provided in the Indenture. Any notice which is mailed in the manner provided in
the Indenture shall be conclusively presumed to have been given whether or not the holder
receives such notice and failure to duly give such notice by mail, or any defect in such notice, to
the holder of any note designated for redemption shall not affect the validity of the proceedings
for redemption of any other Note.

No reference herein to the Indenture and no provision of this Note or of the Indenture
shall alter or impair the obligation of the Company, which is absolute and unconditional, to pay
the principal of, premium on and interest on this Note at the places, at the respective times, at the
rate and in the coin or currency herein prescribed.

If, under certain circumstances, the Company fails to maintain a certain specified
minimum Total Members’ Equity, the Company shall be required to offer to purchase a portion
of the aggregate principal amount of Notes outstanding plus accrued interest to the date of
purchase, as provided in, and subject to the terms of, the Indenture.

If a Change of Control (as defined in the Indenture) shall occur, the Company shall be
required to offer to purchase all or a portion of the aggregate principal amount of Notes
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outstanding plus accrued interest to the date of purchase, as provided in, and subject to the terms
of, the Indenture.

The Notes will be subordinated in right of payment to the prior payment in full of all
Senior Indebtedness (as defined in the Indenture).

The Notes are issuable in registered form without coupons in denominations of $1000
and any multiple of $1000.

In the manner and subject to the limitations provided in the Indenture, but without the
payment of any service charge, this Note may be exchanged for an equal aggregate principal
amount of Notes having the same maturity of other authorized denominations at the office or
agency of the Company for such exchange in Marion or a contiguous County, Indiana.

Upon due presentment for registration of transfer of this Note at the office or agency of
the Company for such registration in Indianapolis, Indiana, a new Note or Notes of authorized
denominations for an equal aggregate principal amount and having the same maturity will be
issued to the transferee in exchange herefor, subject to the limitations provided herein or in the
Indenture, without charge except for any tax or other governmental charge imposed in
connection therewith.

Prior to due presentment of this Note for registration of transfer, the Company and the
Trustee may deem and treat the person in whose name this Note is registered as the absolute
owner hereof for the purpose of receiving payment hereof or on account hereof or of interest
hereon and for all other purposes. The Registrar for the Notes may refuse to transfer or exchange
this Note during the period ten days prior to maturity or any interest payment date or to the
mailing of any notice for redemption or during the period after mailing of any notice of
redemption or after a holder has made an election to have this Note redeemed.

The Company, the Trustee, any Paying Agent and any Note Registrar may deem and treat
the registered holder hereof as the absolute owner of this Note (whether or not this Note shall be
overdue and notwithstanding any notation of ownership or other writing hereon), for the purpose
of receiving payment of the principal hereof and, subject to the provisions on the face hereof,
interest hereon and for all other purposes, and neither the Company nor the Trustee nor any
Paying Agent nor any Note Registrar shall be affected by any notice to the contrary. All
payments made to or upon the order of such registered holder shall, to the extent thereof,
effectively satisfy and discharge the Company’s liability for moneys payable on this Note.

No recourse for the payment of the principal of or interest on this Note, or for any claim
based hereon or otherwise in respect hereof, and no recourse under or upon any obligation,
covenant or agreement of the Company in the Indenture or any indenture supplemental thereto or
in any Note, or because of the creation of any indebtedness represented thereby, shall be had
against any member, manager, incorporator, stockholder, officer or director, as such, past,
present or future, of the Company or of any successor corporation, either directly or through the
Company or any successor corporation, whether by virtue of any constitution, statute or rule of
law or by the enforcement of any assessment or penalty or otherwise, all such liability being, by

4



the acceptance hereof and as a part of the consideration for the issue hereof, expressly waived
and released by each holder of this Note.

When a successor company assumes all obligations of its predecessor under the Notes
and the Indenture, the predecessor company will be released from those obligations.

This Note shall be governed by and construed in accordance with the laws of the State of
Indiana.

The Company will furnish to any Noteholder upon written request and without charge a
copy of the Indenture. Requests may be made to The Company, 3755 East 82" Street, Suite
120, Indianapolis, Indiana 46240, Attn: C. Richard Davis.

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned hereby sells, assigns, and transfers unto

[ ]

Please print or typewrite name and address including postal zip code of assignee

Social Security or other identifying number of Assignee: [ ]

the within Note does hereby irrevocably constitute

[ ] Attorney
to transfer said Note on the books kept for registration of said Note, with full power of
substitution in the Premises.

Dated: [ ]

NOTICE: The signature to this assignment must correspond with
the name as it appears upon the face of the within Note in every particular, without alteration or
enlargement or any change whatsoever.

Signature Guaranteed:
NOTICE: Signature(s) must be guaranteed by a member
firm of the New York Stock Exchange or a commercial
bank or trust company.
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INDENTURE OF TRUST dated as of , 2003, between Davis
Homes, LLC, a limited liability company organized in the State of Indiana
("Company"), and First Community Bank & Trust, an Indiana banking association
("Trustee").

Each party agrees as follows for the benefit of the other party and for the equal
and ratable benefit of the Holders of the Company's Series 2003 Subordinated Notes
("Notes"):

ARTICLE 1
DEFINITIONS AND INCORPORATION BY REFERENCE
Section 1.01. Definitions.

"Accrued Interest” means any interest earned with respect to any Notes which
has not been paid to or upon the written order of the registered Holder thereof.

"Affiliate" means any Insider or any entity directly or indirectly controlled by
an Insider or any other person directly or indirectly controlling or controlled by or
under direct or indirect common control with the Company.

"Agent" means any Registrar, Paying Agent, or Co-Registrar.

"Board of Managers" means the Board of Managers of the Company or any
authorized committee of the Board.

"Change of Control" means (i) the sale, lease, exchange or transfer of all or
substantially all of the Company’s assets (in one transaction or a series of transactions)
to any person or related group of persons as a result of which the Affiliates
immediately prior to such transaction or series of transactions do not beneficially own
at least a majority interest in such assets immediately after such transaction or series of
transactions; or (ii) the consummation of any consolidation or merger of the Company
other than a consolidation or merger of the Company in which the Affiliates
immediately prior to the consolidation or merger have, directly or indirectly, at least a
majority interest of the continuing or surviving corporation immediately after such
consolidation or merger.

"Company" means the party named as such above until a successor replaces it

and thereafter means the successor.
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"Consolidated Net Income” for any period means the aggregate amount of net
income of the Company and its Subsidiaries for such period determined in accordance
with generally accepted accounting principles.

"Default” means any event which is, or after notice or passage of time would
be, an Event of Default.

"Holder" means a person in whose name a Note is registered.
"Indenture”" means this Indenture of Trust as amended from time to time.

"Insider"” means any person owning directly or indirectly 10% or more of the
Company.

"Notes" means the Notes described above issued under this Indenture.

"Officers’ Certificate" means a certificate signed by two Officers, one of whom
must be the President, the Treasurer or a Vice-President of the Company.

"Opinion of Counsel” means a written opinion from legal counsel who is
acceptable to the Trustee. The counsel may be an employee of or counsel to the
Company or the Trustee.

"Principal” of a Note means the unpaid principal balance of such Note.

"Qualified Investments" means any of the following which at the time are legal
investments for the Trustee under the laws of the State of Indiana, and on which the
Company is not the obligor: (a) obligations of the federal government or its agencies;
(b) regulated mutual funds or investment trusts that are invested solely in government
obligations; (c) time deposits in or certificates of deposit issued by any national or state
bank (including the Trustee, acting in its commercial banking capacity), having
combined capital, surplus and undivided profits of at least $10,000,000, the deposits of
which are insured by the Federal Deposit Insurance Corporation ("FDIC") or any
successor agency, or time deposits in or certificates of deposit issued by any federal
savings and loan association or state building and loan association, the deposits of
which are insured by the Federal Savings and Loan Insurance Corporation, or any
successor agency (the "FSLIC"), but only to the extent that such time deposits or
certificates of deposit are fully insured by the FDIC or FSLIC; or (d) bonds, notes or
other securities the issuer or guarantor of which has a rating of "A" or higher by
Standard & Poors Corporation or Moody’s Investors Service.

"SEC" means the Securities and Exchange Commission.




"Senior Indebtedness” means the principal of and interest on any indebtedness,
whether outstanding on the date of this Indenture or thereafter created, incurred,
assumed or guaranteed by the Company for money borrowed from others (including,
for this purpose, all obligations incurred under capitalized leases or purchase money
mortgages or under letters of credit or similar commitments) or in connection with the
acquisition by it of any other business, property or entity and, in each case, all
renewals, extensions and refundings thereof, unless the terms of the instrument creating
or evidencing such indebtedness expressly provides that such indebtedness is not
superior in right of payment to the principal of and interest on the Notes.
Notwithstanding anything to the contrary in the foregoing, Senior Indebtedness shall
not include (i) indebtedness of or amounts owed by the Company for compensation to
employees, or for goods and materials purchased in the ordinary course of business, or
for services, (ii) indebtedness of the Company to any Affiliate of the Company, (iii)
indebtedness of the Company to any of the Company's Subsidiaries or from one
Subsidiary to another for money borrowed or advances from each Subsidiary, (iv) the
subordinated notes issued by the Company in 1995 which mature on January 1, 2005
which are intended to be repaid with the proceeds of the sale of the Notes; and (v) the
subordinated notes issued by the Company in 2001 which mature on June 30, 2006 and
June 30, 2008.

"Subsidiary" or "Subsidiaries" means any entity, at least a majority of the
shares of voting stock or membership interests of which shall at the time be owned,
directly or indirectly by the Company and any limited liability company or partnership
controlled by the Company directly or indirectly as general partner or otherwise
including but not limited to Davis Financial Services, LLC, Davis Wholesale, LLC,
and Davis Realty, Inc.

"TIA" means the Trust Indenture Act of 1939 (15 U.S. Code §§ 77aaa-77bbbb)
as in effect on the date shown above.

"Total Members’ Equity" or "Equity" means the aggregate amount of total
members’ equity of the Company, as set forth on the most recent balance sheet of the
Company and its consolidated Subsidiaries and determined in accordance with
generally accepted accounting principles.

"Trust Officer" means the Chairman of the Board, the President or any other
officer or authorized representative of the Trustee assigned by the Trustee to administer
1ts corporate trust matters.

"Trustee" means First Community Bank & Trust and any successor Trustee
hereunder.




Section 1.02. Other Definitions.

Term Defined in Section
"Change of Control Offer ...... ...t 3.04
B Uty o 3.03
"Event of Default” ... 7.01
"Legal HOlday ..o e 11.07
B 1 G P 3.03
TOTfer AMOUNL" ..o e e 3.03
O LT 11.07
"Paying Agent” .. .. 2.03
"Purchase Date” ... ... 3.03
TREGISIIAT" L. .o e 2.03
"U.S. Government Obligations"..........cooiiiiiiiiiii i 9.01

Section 1.03. Incorporation by Reference of Trust Indenture Act. Whenever
this Indenture refers to a provision of the TIA, the provision is incorporated by
reference in and made a part of this Indenture.

Section 1.04. Rules of Construction. Unless the context otherwise requires:

(1)  aterm has the meaning assigned to it;

2) an accounting term not otherwise defined has the meaning
assigned to it in accordance with generally accepted accounting
principles;

3) "or" is not exclusive;

4) words in the singular include the plural, and in the plural include
the singular; and

(5) provisions apply to successive events and transactions.

ARTICLE 2
THE NOTES

Section 2.01. Form and Dating. The Notes shall be substantially in the form of
"Exhibit A" which is part of this Indenture. The provisions of the Notes are
incorporated by reference herein and made a part of this Indenture. The Notes may
have notations, legends or endorsements required by law, stock exchange rule or
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usage, and the Trustee shall authorize the removal of legends from the Notes or shall
issue replacement Notes without legends at such time as the legends are no longer
legally required as evidenced to the Trustee by an Opinion of Counsel. Each Note
shall be dated as of the date of its authentication.

Section 2.02. Execution and Authentication. Two officers shall sign the Notes
for the Company by manual or facsimile signature.

If an officer whose signature is on a Note no longer holds that office at the time
the Note is authenticated, the Note shall nevertheless be valid.

A Note shall not be valid until authenticated by the manual signature of the
Trust Officer of the Trustee. The signature shall be conclusive evidence that the Note
has been authenticated under this Indenture.

The Trustee shall authenticate Notes for original issue up to the aggregate
principal amount of $5,000,000 upon a written order of the Company signed by an
Officer. The aggregate principal amount of Notes outstanding at any time may not
exceed that amount except as provided in Section 2.08.

The Notes shall be issued in denominations of $1000 and multiples thereof.
The Notes shall bear a maturity date of , 2011, an interest rate of %
and be limited to $5,000,000 in aggregate principal amount.

The Trustee shall be the authenticating agent for authenticating Notes.

Section 2.03. Registrar, Ownership, and Paying Agent.
The Company shall maintain an office or agency where Notes may be presented for
registration of transfer or for exchange ("Registrar"), and shall appoint an agent to
whom Notes may be presented for payment ("Paying Agent") provided that at least one
Paying Agent has a place of business in Indianapolis, Indiana or a county contiguous to
Marion County, Indiana. The Registrar shall keep a register of the Notes and of their
transfer and exchange. The ownership of Notes shall be proved by the register kept by
the Registrar. The Company, the Trustee and any Paying Agent may treat the person
in whose name a Note is registered as the owner for all purposes and neither the
Company nor the Trustee nor any Paying Agent shall be affected by notice to the
contrary. The Company may appoint one or more Co-Registrars, and one or more
additional Paying Agents. The term "Paying Agent" includes any additional paying
agent. The Company may act as Paying Agent, Registrar or Co-Registrar. Upon any
bankruptcy proceeding relative to the Company, the Trustee shall act as the sole Paying
Agent. The Company shall notify the Trustee of the name and address of any Agent
not a party to this Indenture. The Company hereby appoints the Trustee as a Paying
Agent and Registrar.

10




Section 2.04. Paying Agent to Hold Money in Trust. The Company shall
require each Paying Agent other than the Trustee to agree in writing that the Paying
Agent will hold in trust for the benefit of Notes or the Trustee all money held by the
Paying Agent for the payment of Principal or interest on the Notes, and will notify the
Trustee of any default by the Company in making any such payment. While any such
default continues, the Trustee may, by written request, require a Paying Agent to pay
all money held by it to the Trustee. Upon payment over to the Trustee, the Paying
Agent shall have no further liability for the money. If the Company acts as Paying
Agent, it shall segregate and hold as a separate trust fund all money held by it as a
Registrar and Paying Agent.

Section 2.05. Notes Lists. The Trustee shall preserve in as current a form as is
reasonably practicable the most recent list available to it of the names and addresses of
holders of Notes. If the Trustee is not the Registrar, the Company shall furnish to the
Trustee on or before each interest payment date and at such other times as the Trustee
may request in writing a list in such form and as of such date as the Trustee may
reasonably require of the names and addresses of holders of Notes.

Section 2.06. Transfer and Exchange. When Notes are presented to the
Registrar or a Co-Registrar with a request to register, transfer or to exchange Notes for
equal principal amount of Notes of other denominations, the Registrar shall register the
transfer or make the exchange if its requirements for such transactions are met.

The Registrar may refuse to register a transfer of a Note during the period ten
(10) days prior to a maturity date or the mailing of notice of a redemption or during the
period after mailing of notice of a redemption or after a Holder has made an election to
have a Note redeemed or during the period ten (10) days preceding any interest
payment date. A transfer which is not registered on the books of the Registrar shall be
ineffective as between the Company, the Trustee, the Registrar, the Paying Agent and
the Holder of the Note, and the registered owner shall continue to be treated as the
Holder. To permit registrations of transfers and exchanges, the Company shall issue
and the Trustee shall authenticate Notes at the Registrar's request. The Company may
charge a reasonable fee for any registration of transfer or exchange (including the
payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any such transfer or exchange and any other expenses in
connection therewith) but not for any exchange pursuant to Section 2.10, 3.11, or
10.04.

Section 2.07. Replacement Notes. If any mutilated Note is surrendered to the
Trustee, the Company shall issue and the Trustee shall authenticate and deliver in
exchange therefor a new Note of like tenor and principal amount and bearing a number
not contemporaneously outstanding. If the Holder of a Note claims that the Note has
been lost, destroyed or wrongfully taken, the Company shall issue and the Trustee shall
authenticate a replacement Note if the Trustee's requirements are met. If required by
the Trustee or the Company, an indemnity bond shall be furnished by the Holder which
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is sufficient in the judgment of both to protect the Company, the Trustee, any Agent or
any authenticating agent from any loss which any of them may suffer if a Note is
replaced. The Company may charge for its expenses in replacing a Note.

Every replacement Note issued pursuant to the provisions of this Section 2.07
by virtue of the fact that any Note is destroyed, lost or stolen shall constitute an
additional contractual obligation of the Company, whether or not the destroyed, lost or
stolen Note shall be found at any time, and shall be entitled to all the benefits of this
Indenture equally and proportionally with any and all other Notes duly issued
hereunder.

Section 2.08. Outstanding Notes. The Notes outstanding at any time are all the
Notes authenticated by the Trustee except for (a) those canceled by it, (b) those
delivered to it for cancellation, and (c) those described in this Section as not
outstanding.

If a Note is replaced pursuant to Section 2.07, it ceases to be outstanding unless
the Trustee receives proof satisfactory to it that the replaced Note is held by a bona fide
purchaser.

If Notes are considered paid under Section 4.01, they cease to be outstanding
and interest on them ceases to accrue.

Except as provided in Section 2.09, a Note does not cease to be outstanding
because the Company or an Affiliate holds the Note.

Section 2.09. Treasury Notes. In determining whether the Holders of the
required principal amount of Notes have concurred in any direction, waiver or consent,
Notes owned by the Company or an Affiliate shall be disregarded, except that for the
purposes of determining whether the Trustee shall be protected in relying on any such
directions, waiver or consent, only Notes which the Trustee knows are so owned shall
be so disregarded.

Section 2.10. Temporary Notes. Until definitive Notes are ready for delivery,
the Company may prepare and the Trustee shall authenticate temporary Notes.
Temporary Notes shall be substantially in the form of definitive Notes but may have
variations that the Company considers appropriate for temporary Notes. Without
unreasonable delay, the Company shall prepare and the Trustee shall authenticate and
deliver definitive Notes in exchange for temporary Notes.

Section 2.11. Cancellation. The Company at any time may deliver Notes to the
Trustee for cancellation. The Registrar and Paying Agent shall forward to the Trustee
any Notes surrendered to them for registration of transfer, exchange or payment. The
Trustee shall cancel all Notes surrendered for registration of transfer, exchange,

payment or cancellation and shall dispose of canceled Notes in the manner specified in
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Section 3.12. Subject to Section 2.10, the Company may not issue new Notes to
replace Notes that it has paid or delivered to the Trustee for cancellation.

Section 2.12. Defaulted Interest. If the Company fails to make a payment of
interest on the Notes, it shall pay such interest thereafter in any lawful manner. It may
pay such interest, plus any interest payable on it, to the persons who are Holders on a
subsequent special record date. The Company shall fix such special record date and
payment date by written notice to the Trustee. Such special record date shall not be
less than ten (10) days prior to the payment date of such defaulted interest. The
Company shall notify the Trustee, in writing, of the amount of defaulted interest
proposed to be paid on each Note and the date of the proposed payment, and at the
same time the Company shall deposit with the Trustee an amount of money equal to the
aggregate amount proposed to be paid in respect of such defaulted interest or shall
make arrangements satisfactory to the Trustee for such deposit prior to the date of the
proposed payment. Such money shall be held in trust by the Trustee for the benefit of
the person or persons entitled to such defaulted interest as provided in this section. At
least five (5) days before such record date, the Company shall mail to the Holders a
notice that states the record date, payment date and amount of such interest to be paid.

ARTICLE 3
REDEMPTION

The Notes shall be subject to redemption prior to maturity only as provided in this
Article.

Section 3.01. Optional Redemption Prior to Maturity; Redemption Price.

The Company may, at its option, at any time and from time to time on or after
July 1, 2004 redeem outstanding Notes in whole or in part for a price equal to the
outstanding principal amount of the Notes being redeemed together with Accrued
Interest to the redemption date.

Section 3.02 Redemption at Death. Notes owned by a deceased Holder may be
tendered to the Company for redemption within sixty (60) days after the date of death
by delivery of the Notes to the Trustee along with a written demand for redemption.
The Trustee shall promptly notify the Company of any such redemption request. Notes
tendered for redemption under this provision will be redeemed for a price equal to the
outstanding principal balance plus Accrued Interest to the redemption date, provided
the Company shall not be obligated to redeem more than $100,000 in Notes in any
twelve (12) month period on a first tendered, first redeemed basis. If the redemption
request in any twelve (12) month period exceed $100,000, the excess requests shall
carry over to the subsequent twelve (12) month period unless the Holder indicates in
writing to the contrary. Subject to the foregoing, the Company shall redeem Notes
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tendered in respect of a Holder of the Note within sixty (60) days from the date it
receives notice of the request for redemption from the Trustee.

Section 3.03 Maintenance of Total Members’ Equity. If the Total Members’
Equity of the Company at the end of any two (2) consecutive fiscal quarters is less than
$3,500,000, then the Company shall, within sixty (60) days following the end of such
fiscal quarter, engage a consultant or other financial advisor satisfactory to the Trustee
to assist the Company in its efforts to increase Equity. If the Equity does not exceed
$3,500,000 at the end of any of the next four (4) fiscal quarters following the end of
such second fiscal quarter, then the Company shall offer to redeem (the "Offer") on the
last day of the fiscal quarter next following such fourth fiscal quarter (and on the last
day of each fiscal quarter thereafter until such time as Equity shall equal or exceed
$3,500,000) (each, a "Redemption Date") ten percent (10%) of the aggregate principal
amount of Notes then outstanding (the "Offer Amount") at a redemption price equal to
their principal amount plus Accrued Interest to the respective Redemption Date. The
Company may credit against its obligation to redeem Notes pursuant to this Section the
principal amount of (i) Notes acquired by the Company and surrendered for
cancellation otherwise than pursuant to this Section and (ii) Notes redeemed or called
for redemption pursuant to Section 3.01 or 3.02. In no event shall the failure to meet
the Equity stated above at the end of any fiscal quarter be counted toward the making
of more than one Offer.

The Company shall provide the Trustee with notice of the Offer at least sixty
(60) days before any such Redemption Date. The Company shall notify the Trustee
promptly after the occurrence of any of the events specified in this Section.

Notice of an Offer shall be mailed by the Trustee not less than thirty (30) days
nor more than forty-five (45) days before the Redemption Date to the Holders of all
Notes at each Holder’s last address as it appears on the register. The Offer shall
remain open from time of mailing until five (5) days before the Redemption Date. The
notice shall contain all instructions and materials necessary to enable such Holders to
tender Notes pursuant to the Offer. The notice, which shall govern the terms of the
Offer, shall state, in addition to the requirements set forth in Section 3.07, the
following:

(1) that the Offer is being made pursuant to this Section 3.03;

2) the Offer Amount, the redemption price and the Redemption
Date;

3) that any Note not tendered or accepted for payment will continue |
to Accrue interest; ‘

@) that Holders electing to have a Note redeemed pursuant to an

Offer will be required to surrender the Note to the Paying Agent at the
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address specified in the notice at least five (5) days before the
Redemption Date;

%) that if Notes in a Principal amount in excess of the Offer Amount
are tendered pursuant to the Offer, the Company shall redeem Notes on
a pro rata basis (with adjustments as may be deemed appropriate by the
Company so that only Notes in denominations of $1000 or integral
multiples of $1000 shall be redeemed; and

©6) that Holders whose Notes were redeemed only in part will be
issued new Notes as set forth in Section 3.11.

Before a Purchase Date, the Company shall (i) accept for payment Notes or
portions thereof properly tendered pursuant to the Offer, (ii) deposit with the Paying
Agent money sufficient to pay the redemption price of all Notes or portions thereof so
accepted and (ii1) deliver to the Trustee an Officer’s Certificate stating the Notes or
portions thereof accepted for payment by the Company. The Paying Agent shall
promptly mail or deliver to Holders of Notes so accepted payment in an amount equal
to the redemption price, and the Trustee shall promptly authenticate and mail or deliver
to such Holders a new Note equal in principal amount to any unredeemed portion of
the Note surrendered. Any Notes not so accepted shall be promptly mailed or
delivered by the Trustee to the Holder thereof.

Section 3.04. Offer to Purchase upon Change in Control. If at any time there
shall occur a Change of Control, the Company shall make an offer (the "Change of
Control Offer") to each Holder to redeem in $1000 increments such Holder’s Notes at
a redemption price equal to 100% of the aggregate principal amount thereof plus
Accrued Interest, if any, to the date of redemption, which shall not be more than ninety
(90) days after the occurrence of the Change of Control.

The Company will provide the Trustee with notice of the Change of Control
Offer within thirty (30) days following a Change of Control. The Company shall
notify the Trustee promptly after the occurrence of any of the events specified in this
Section.

Notice of a Change of Control Offer shall be mailed by the Trustee not less than
thirty (30) days nor more than forty-five (45) days before the Redemption Date to the
Holders of all Notes at each Holder’s last address as it appears on the register. The
Change of Control Offer shall remain open from time of mailing until five (5) days
before the Redemption Date. The notice shall contain all instructions and materials
necessary to enable such Holders to tender Notes pursuant to the Change of Control
Offer. The notice, which shall govern the terms of the Change of Control Offer, shall
state, in addition to the requirements set forth in Section 3.07, the following:
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(1)  that the Change of Control Offer is being made pursuant to this
Section 3.04;

2) the Offer Amounts, the redemption price and the Redemption
Date; -

(3) that any Note not tendered or accepted for payment will continue
to Accrue interest;

4) that Holders electing to have a Note redeemed pursuant to a
Change of Control Offer will be required to surrender the Note to the
Paying Agent at the address specified in the notice at least five (5) days
before the Redemption Date; and

(5)  that Holders whose Notes were redeemed only in part will be
issued new Notes as set forth in Section 3.11.

Before a Redemption Date, the Company shall (i) accept for payment Notes or
portions thereof properly tendered pursuant to the Change of Control Offer, (ii) deposit
with the Paying Agent money sufficient to pay the purchase price of all Notes or
portions thereof so accepted and (iii) deliver to the Trustee an Officer’s Certificate
stating the Notes or portions thereof accepted for payment by the Company. The
Paying Agent shall promptly mail or deliver to Holders of Notes so accepted payment
in an amount equal to the redemption price, and the Trustee shall promptly authenticate
and mail or deliver to such Holders a new Note equal in principal amount to any
unredeemed portion of the Note surrendered. Any Notes not so accepted shall be
promptly mailed or delivered by the Trustee to the Holder thereof.

Section 3.05. Notices to Trustee. If Notes are to be redeemed pursuant to
Section 3.01, Section 3.02, Section 3.03 or Section 3.04, the Company shall notify the
Trustee of the redemption date and the Principal amount of Notes to be redeemed. The
Company's notice shall specify the circumstances pursuant to which it intends to
redeem Notes. In addition, if Notes are to be redeemed pursuant to Section 3.01, the
Company shall deliver to the Trustee an Officers' Certificate certifying resolutions of
the Board of Managers authorizing the redemption and an Opinion of Counsel with
respect to the due authorization of such redemption and that such redemption is being
made in accordance with this Indenture and the Notes and does not violate any other
agreement binding on the Company.

If the Company wants to credit against any such redemption Notes it has not
previously delivered to the Trustee for cancellation, it shall deliver the Notes with the
notice.

Section 3.06. Selection of Notes to be Redeemed. If less than all the Notes are

to be redeemed pursuant to Section 3.01 or Section 3.03, the Trustee shall select the
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Notes to be redeemed pro rata or by lot or such other method as it deems fair and
appropriate. The Trustee shall make the selection from Notes outstanding and not
previously called for redemption, in the case of a redemption pursuant to Section 3.01,
or from Notes tendered in response to an Offer, in the case of a redemption pursuant to
Section 3.03. Notes and portions of them it selects shall be in amounts of $1000 or
whole multiples of $1000. Provisions of this Indenture that apply to Notes called for
redemption also apply to portions of Notes called for redemption.

Section 3.07. Notice of Redemption. At least thirty (30) days but not more
than sixty (60) days before a redemption date pursuant to Section 3.01, the Company
shall mail a notice of redemption to each Holder whose Notes are to be redeemed at the
Holder's last address as it appears upon the register and shall send a copy to the
Trustee.

The notice shall identify the Notes to be redeemed and shall state:
(1) the redemption date;

(2)  the redemption price and Accrued Interest will be paid up to the
redemption date;

3) the name and address of the Paying Agent;

) that the Notes called for redemption must be surrendered to the
Paying Agent to collect the redemption price and Accrued
Interest, if any;

5) that, unless the Company defaults in making the redemption
payment, interest on Notes called for redemption ceases to accrue
on and after the redemption date; and

6) if any Note is being redeemed in part, the portion of the principal
amount (equal to $1,000 or any integral multiple thereof) of such
Note to be redeemed and that, on or after the redemption date,
upon surrender of such Note, a new Note or Notes in principal
amount equal to the unredeemed portion thereof will be issued.

At the Company's request, the Trustee shall give the notice of redemption in the
Company's name and at its expense.

Section 3.08. Effect of Notice of Redemption. Once notice of redemption is
mailed, Notes called for redemption become due and payable on the specified
redemption date at the redemption price.
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Section 3.09. Deposit of Redemption Price. At least one business day before
the redemption date, the Company shall deposit with the Paying Agent money (which
shall be in immediately available funds and which must be received by such Paying
Agent prior to 3:00 p.m., Indianapolis time) sufficient to pay the redemption price on
all Notes to be redeemed on that date. The Paying Agent shall return to the Company
any money or property not required for that purpose.

Section 3.10. Notes Payable on Redemption Date. Notice of redemption
having been given as aforesaid, the Notes to be redeemed shall, on the specified
redemption date, become due and payable at the redemption price as provided herein
upon surrender of such Notes for redemption. If any Notes called for redemption shall
not be paid upon surrender thereof for redemption, the Principal and Accrued Interest
shall, until paid or duly provided for, bear interest from the redemption date at the rate
set forth in the Notes, if legally permissible, until payment in full of the redemption
price. '

Section 3.11. Notes Redeemed in Part. Upon surrender of a Note that is
redeemed in part, the Trustee shall authenticate for the Holder a new Note or Notes
equal in aggregate principal amount to the unredeemed portion of the Note
surrendered.

Section 3.12. Cancellation. All Notes which have been redeemed pursuant to
this Article shall be canceled and cremated or otherwise destroyed by the Trustee and
shall not be reissued, and counterparts of a certificate of cremation or other destruction
evidencing such destruction shall be furnished by the Trustee to the Company.

Section 3.13 Notes Tendered but not Redeemed. Any Notes tendered for
redemption under Section 3.02 or Section 3.03 but not redeemed as a result of the
repurchase limitations shall be returned to the Holder and shall continue to be
outstanding hereunder.

ARTICLE 4
COVENANTS

Section 4.01. Payment of Notes. The Company shall punctually pay the
Principal and Accrued Interest on the Notes on the dates and in the manner provided in
the Notes and in this Indenture. Principal and Accrued Interest shall be considered
paid on the date due if the Paying Agent holds on that date money sufficient to pay all
Principal and Accrued Interest then due.

The Company shall pay interest on overdue Principal at the rate borne by the
Notes; it shall pay interest on overdue installments of interest at the same rate to the

extent lawful.
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Section 4.02. Debt Service Reserve Fund. On the date Notes are first issued
hereunder, the Company shall deposit a sum equal to six (6) months interest on the
Notes in the Debt Service Reserve Fund (the "Fund") established by the Trustee for use
to pay Principal and Accrued Interest on the Notes in the event other monies provided
by the Company for such purpose are insufficient. If the amount available in the Debt
Service Reserve Fund is at any tirme less than six (6) months interest on the Notes, the
Company shall within ninety (90) days after receipt of notice of such deficiency,
deposit sufficient monies with the Trusiee in order to bring the halance of the Debt
Service Reserve Fund back to a sum equal to six (6) months interest.

Upon deposit with the Trustee of monies sufficient tc pay all Principal and
Accrued Interest on all Notes then outstanding, and upon satisfaction of all claims
against the Company under this Indenture, or upon the making of adequate provisions
for the payment of such amounts as permitted bv the Indenture, all monies remaining in
the Debt Service Reserve Fund, except monies necessary to pay Principal and Accrued
Interest on the outstanding Notes, shall be remitted to the Company.

The Trustee shall invest such amounts being held in the Fund in Qualified
Investments pending their use and the Trustee is authorized to withdraw monies from
the Fund at any time to the extent monies provided by the Company are insufficient to
pay Principal and Accrued interest on the Notes when due. So long as there shall be
no Event of Default hereunder and the Company shall maintain the required amount in
the Fund. the Trusiee shall remit to the Company from time to time any interest or
other amounts earned on the Fund. B

Section 4.03. Annual Reports.

(a) The Company shall file with the Trustee and Indiana Securities, LLC
(the "Placement Agent"), within five (5) days of availability, but in no event later than
90 days from the end of each year, the internal unaudited financial statements for such
year and in no event later than 12C days from the end of the fiscal year its audited
financial siatements for such year reported on and certified by an independent certified
accountant. Upon written request from any Holder, the Placement Agent shail send to
such Holder copies of the Company’s audited financial statements.

(b) So long as any of the Notes remain outstanding, the Company shall
cause any quarterly or other financial report piepaied by ihe Comgany for general
distribution to the members of the Company, excluding internal management reporis, t0
be filed with the Trustee and the Placement Agent. Upon written request from any
Holder, the Placement Agent shall send to such Holder a copy of any reports filed by

the Company with the Placement Agent.







Section 4.04. Complianc_e Certificate.

(a) The Company shall deliver to the Trustee and the Placement Agent
within ninety (90) days after the end of each fiscal year of the Company, an Officers'
Certificate, stating that a review of the activities of the Company and its Subsidiaries
during the preceding fiscal year has been made under the supervision of the signing
Officers with a view to determining whether the Company has kept, observed,
performed and fulfilled its obligations under this Indenture, and further stating, as to
each such Officer signing such certificate, that to the best of his knowledge the
Company has kept, observed, performed and fulfilled each and every covenant
contained in this Indenture and is not in default in the performance or observance of
any of the terms, provisions or conditions hereof (or, if a Default or Event of Default
shall have occurred, describing all such Defaults or Events of Default of which he may
have knowledge and the status thereof).

(b) The Company shall, so long as any of the Notes are outstanding, deliver
to the Trustee, forthwith upon (but in any case within ten (10) days of) becoming aware
of any Default, Event of Default or default in the performance of any covenant,
agreement or condition contained in this Indenture, an Officers' Certificate specifying
such Default or Event of Default and the status thereof.

Section 4.05. Payment of Taxes and Other Claims. The Company will pay or
discharge or cause to be paid or discharged, and will cause each of its Subsidiaries to
pay or discharge, before the same shall become delinquent, (1) all taxes, assessments
and governmental charges, if any, levied or imposed upon it or upon its income, profits
or property, and (2) all lawful claims for labor, materials and supplies which, if
unpaid, might by law become a lien upon its property; provided, however, that neither
the Company nor any Subsidiary shall be required to pay or discharge or cause to be
paid or discharged any such tax, assessment, charge or claim whose amount,
applicability or validity is being contested in good faith by appropriate proceedings;
and provided, further, that adequate book reserves (in the opinion of the Company's
independent accountants) have been established with respect thereto; and provided,
further, that the Company's or such Subsidiary's title to, and right to use, such
property is not materially adversely affected thereby.

Section 4.06. Maintenance of Properties. The Company will cause all its
properties used or useful in the conduct of its business to be maintained and kept in
good condition, repair and working order and supplied with all necessary equipment
and will cause to be made all necessary repairs, renewals, replacements, betterments
and improvements thereof, all as in the judgment of the Company may be necessary so
that the business carried on in connection therewith may be properly and
advantageously conducted at all times; provided, however that nothing in this Section
shall prevent the Company from discontinuing the maintenance and operation of any
such properties if such discontinuance is, in the judgment of the Company, desirable in

20




the conduct of its business and not disadvantageous in any material respect to the
Holders.

Section 4.07. Restricted Payments. The Company shall not make any
distribution or payment on its membership interests or to its members, as members
(other than distributions to members to the extent necessary to pay the members’ or
their respective owners’ respective income tax liabilities associated with the Company
and distributions payable in additional membership interests), or purchase, redeem or
otherwise acquire or retire for value any membership interests of the Company
(collectively, "Restricted Payments"), if, at the time of such Restricted Payment, after
giving effect thereto, (i) a Default or an Event of Default shall have occurred and be
continuing; (ii) the Equity of the Company shall not exceed $3,500,000 or (iii) the
aggregate amount expended for such Restricted Payments (the amount expended for
such purposes, if other than in cash, to be determined by a resolution of the Board of
Managers of the Company set forth in an Officers’ Certificate delivered to the Trustee)
subsequent to December 31, 2002 shall exceed the sum of (A) 25% of the aggregate
Consolidated Net Income of the Company (or, in case such aggregate Consolidated Net
Income shall be a deficit, minus 100% of such deficit) accrued on a cumulative basis
subsequent to December 31, 2002, provided, however, that if Equity shall exceed
$10,000,000 as of the end of any fiscal quarter, the percentage of Consolidated Net
Income earned and used in the calculation after such date shall be 50%, (B) the
aggregate net proceeds, including the fair market value of property other than cash
(such fair market value to be evidenced by a resolution of the Board of Managers of the
Company set forth in an Officers’ Certificate delivered to the Trustee), received by the
Company from the issue or sale after December 31, 2002 of membership interests of
the Company, including membership interests of the Company issued upon the
conversion of indebtedness of the Company, other than membership interests that are
redeemable at the option of the holder or are mandatorily redeemable and (C)
$1,000,000; provided, however, that the foregoing shall not prevent the retirement of
any membership interests of the Company by exchange for, or out of proceeds of the
substantially concurrent sale of, other membership interests (other than membership
interests that are redeemable at the option of the holder or are mandatorily
redeemable), and neither such retirement nor the proceeds of any such sale or exchange
shall be included in any computation made under clause (i) above.

Section 4.08. Limited Liability Company Existence. The Company will do or
cause to be done all things necessary to preserve and keep in full force and effect its
limited liability company existence and will comply with all laws applicable to it,
provided, however, that nothing in this Section shall prevent (i) the merger of any
Subsidiary with or into the Company or (ii) any consolidation or merger of the
Company with or into another entity or (iii) the sale, transfer or lease of all or
substantially all of the assets of the Company or (iv) the dissolution and liquidation of
the Company following such a transfer or sale so long as the provisions of Section 3.04
and Section 5.01 are observed.
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Section 4.09. Prepayments of Affiliate Debt. The Company will not, and will
not cause or permit any Subsidiary to, prepay any indebtedness owed to an Affiliate of
the Company but principal payments required by the terms of applicable promissory
notes may be made.

Section 4.10. Transactions with Affiliates. Notwithstanding any other
provision hereof, the Company will not, and will not cause or permit any Subsidiary
to, directly or indirectly, enter into any transaction including but not limited to any
loan, advance, capital contribution or transfer with any Affiliate of the Company unless
determined in good faith by the Board of Managers by resolution to be fair and
reasonable to the Company or such Subsidiary and not materially adverse to the
interests of Holders (and a copy of such resolution is delivered to this Trustee with an
Officer’s Certificate).

Section 4.11. Transfers of Material Assets. The Company will not, and will
not cause or permit any Subsidiary to, sell, lease, transfer or otherwise dispose of, in
any transaction or series of transactions outside the Company’s ordinary course of
business, any material portion of its property or assets (including interest in its
Subsidiaries) outside the ordinary course of business unless such transaction or series
of transactions is determined in good faith by the Board of Managers to be fair and
reasonable to the Company or such Subsidiary (and a copy of such resolution is
delivered to the Trustee with an Officer’s Certificate).

ARTICLE 5
SUCCESSORS

Section 5.01. When Company May Merge, etc. The Company shall not
consolidate or merge with or into, or transfer, sell or lease all or substantially all of its
assets to any person unless (1) the entity formed by such consolidation or into which
the Company is merged or the person which acquires by conveyance or transfer the
properties and assets of the Company substantially as an entirety (i) shall have its
principal office in the United States of America, (ii) shall, after giving effect to such
consolidation, merger, conveyance or transfer, have a net worth equal to or greater
than that of the Company immediately prior to the transaction and (ii1) shall expressly
assume, by an indenture supplemental hereto, executed and delivered to the Trustee, in
form satisfactory to the Trustee, the due and punctual payment of the Principal of, and
interest on all the outstanding Notes and the performance of every covenant of this
Indenture on the part of the Company to be performed or observed; (2) immediately
after giving effect to such transaction, no Event of Default, and no event which, after
notice or lapse of time, or both, would become an Event of Default, shall have
happened and be continuing; (3) the provisions of Section 3.04, if applicable, shall
have been complied with; and (4) the Company has delivered to the Trustee an

Officers' Certificate and an Opinion of Counsel each stating that such consolidation,
22




merger, conveyance or transfer and such supplemental indenture comply with this
Article and that all conditions precedent herein provided for relating to such transaction
have been complied with.

ARTICLE 6
SUBORDINATION

SECTION 6.01. Agreement to Subordinate. The Company, for itself and its
successors, and each Holder, by accepting Notes, agrees that the payment of the
Principal and Accrued Interest on or any other amounts due on the Notes are
subordinated and subject in right of payment to the extent and in the manner stated in
this Article 6, to the prior payment in full of all Senior Indebtedness. Each Holder by
accepting Notes authorizes and directs the Trustee on behalf of such Holder to take
such action as may be necessary or appropriate to effectuate, as between the holders of
Senior Indebtedness and such Holder, the subordination provided in this Article 6 and
appoints the Trustee attorney-in-fact for such Holder for such purpose.

This Article 6 shall constitute a continuing offer to all Persons who, in reliance
upon such provisions, become holders of, or continue to hold, Senior Indebtedness, and
such provisions are made for the benefit of the holders of Senior Indebtedness and such
holders are made obligees hereunder and they and/or each of them may enforce such
provisions.

SECTION 6.02. Company Not to Make Payments with Respect to Notes in
Certain Circumstances. ‘

Upon the maturity of any Senior Indebtedness by lapse of time, acceleration
(unless waived) or otherwise, all principal thereof and interest thereon shall first be
paid in full, or such payment duly provided for in cash or in a manner satisfactory to
the holders of such Senior Indebtedness, before any payment is made on account of the
Principal of or Accrued Interest on the Notes or to acquire any of the Notes.

In the event that notwithstanding the provisions of this Section 6.02 the
Company shall make any payment to the Trustee on account of the Principal of or
Accrued Interest on the Notes after the happening of a default in payment of the
principal of or interest on Senior Indebtedness then, unless and until such default shall
have been cured or waived or shall have ceased to exist, such payment (subject to the
provisions of Sections 6.06 and 6.07) shall be held by the Trustee, in trust for the
benefit of, and shall be paid forthwith over and delivered to, the holders of Senior
Indebtedness (pro rata as to each of such holders on the basis of the respective amounts
of Senior Indebtedness held by them) or their representative or the trustee under the
indenture or other agreement (if any) pursuant to which Senior Indebtedness may have
been issued, as their respective interests may appear, for application to the payment of
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all Senior Indebtedness remaining unpaid to the extent necessary to pay all Senior
Indebtedness in full in accordance with its terms, after giving effect to any concurrent
payment or distribution to or for the holders of Senior Indebtedness.

The Company shall give prompt written notice to the Trustee of any default in
the payment of principal of or interest on any Senior Indebtedness, provided that the
effectiveness and enforceability of the provisions of this Article 6 shall not be
conditioned on the Company giving or having given such notice.

SECTION 6.03. Notes Subordinated to Prior Payment of All Senior
Indebtedness on Dissolution, Liquidation or Reorganization of the Company. Upon
any distribution of assets of the Company in any dissolution, winding up, liquidation or
reorganization of the Company (whether in bankruptcy, insolvency or receivership
proceedings or upon an assignment for the benefit of creditors or otherwise):

¢Y) the holders of all Senior Indebtedness shall first be entitled to
receive payment in full of the principal thereof and interest due thereon before
the Holders of the Notes are entitled to receive any payment on account of the
principal of or interest on the Notes;

2) any payment or distribution of assets of the Company of any kind
or character, whether in cash, property or securities, to which the Holders of
the Notes or the Trustee on behalf of the Holders of the Notes would be entitled
except for the provisions of this Article 6, including any such payment or
distribution which may be payable or deliverable by reason of the payment of
the Notes, shall be paid by the liquidating trustee or agent or other Person
making such payment or distribution directly to the holders of the Senior
Indebtedness or their representative, or to the trustee under any indenture under
which Senior Indebtedness may have been issued (pro rata as to each such
holder, representative or trustee on the basis of the respective amounts of
unpaid Senior Indebtedness held or represented by each), to the extent necessary
to make payment in full of all Senior Indebtedness remaining unpaid, after
giving effect to any concurrent payment or distribution or provisions therefor to
the holders of such Senior Indebtedness; and

3) in the event that notwithstanding the foregoing provisions of this
Section 6.03, any payment or distribution of assets of the Company of any kind
or character, whether in cash, property or securities, including any such
payment or distribution which may be payable or deliverable by reason of the
payment of any other indebtedness of the Company being subordinated to the
payment of the Notes, shall be received by the Trustee or the Holders of the
Notes on account of principal of or interest on the Notes before all Senior
Indebtedness is paid in full, or effective provision made for its payment, such
payment or distribution (subject to the provisions of Section 6.06 and 6.07)

shall be received and held in trust for and shall be paid over to the holders of
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the Senior Indebtedness remaining unpaid or unprovided for or their
representative, or to the trustee under any indenture under which such Senior
Indebtedness may have been issued (pro rata as provided as in subsection (2)
above), for application to the payment of such Senior Indebtedness until all such
Senior Indebtedness shall have been paid in full, after giving effect to any
concurrent payment or distribution or provision therefor to the holders of such
Senior Indebtedness.

The Company shall give prompt written notice to the Trustee of any dissolution,
winding up, liquidation or reorganization of the Company.

SECTION 6.04. _Noteholders to be Subrogated to Rights of Holders of Senior
Indebtedness. Subject to the payment in full of all Senior Indebtedness, the Holders of
the Notes shall be subrogated equally and ratably to the rights of the holders of the
Senior Indebtedness to receive payments or distributions of assets of the Company
applicable to the Senior Indebtedness until all amounts owing on the Notes shall be paid
in full, and for the purpose of such subrogation no payments or distributions to the
holders of the Senior Indebtedness by or on behalf of the Company or by or on behalf
of the Holders of the Notes by virtue of this Article 6 which, but for this Article 6,
would have been made to the Holders of the Notes shall, as among the Company, its
creditors other than holders of the Senior Indebtedness and the Holders of the Notes, be
deemed to be payment by the Company to or on account of the Senior Indebtedness, it
being understood that the provisions of this Article 6 are intended solely for the
purpose of defining the relative rights of the Holders of the Notes, on the one hand,
and the holders of the Senior Indebtedness on the other hand.

SECTION 6.05. Obligation of the Company Unconditional. Nothing contained
in this Article 6 or elsewhere in this Indenture or in any Note is intended to or shall
impair, as between the Company and the Holders of the Notes, the obligation of the
Company, which is absolute and unconditional, to pay to the Holders of the Notes the
principal of and interest on the Notes as and when the same shall become due and
payable in accordance with their terms, or is intended to or shall affect the relative
rights of the Holders of the Notes and creditors of the Company other than the holders
of the Senior Indebtedness, nor shall anything herein or therein prevent the Trustee or
the Holder of any Note from exercising all remedies otherwise permitted by applicable
law upon default under this Indenture, subject to the rights, if any, under this Article 6
of the holders of Senior Indebtedness in respect of cash, property or securities of the
Company received upon the exercise of any such remedy. Upon any distribution of
assets of the Company referred to in this Article 6, the Trustee, subject to the
provisions of Section 8.01 and 8.02, and the Holders of the Notes shall be entitled to
rely upon any order or decree made by any court of competent jurisdiction in which
such dissolution, winding up, liquidation or reorganization proceedings are pending, or
a certificate of the liquidating trustee or agent or other Person making any distribution
to the Trustee or the Holders of the Notes, for the purpose of ascertaining the Persons
entitled to participate in such distribution, the holders of the Senior Indebtedness and
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other indebtedness of the Company, the amount thereof or payable thereon, the amount
or amounts paid or distributed thereon and all other facts pertinent thereto or to this
Article 6.

Nothing contained in this Article 6 or elsewhere in this Indenture or in any Note
is intended to or shall affect the obligation of the Company to make, or prevent the
Company from making, at any time except during the pendency of any dissolution,
winding up, liquidation or reorganization proceeding, and except during the
continuance of any default specified in Section 6.02 (not cured or waived), payments at
any time of the Principal of or Accrued Interest on the Notes.

SECTION 6.06. Knowledge of Trustee. Notwithstanding any provision of this
Indenture, the Trustee shall not be charged with knowledge of the existence of any
facts which would prohibit the making of any payment of monies to or by the Trustee
until two days after the Trustee shall have received written notice thereof from the
Company, any Noteholder or any Paying Agent or the holder or representative of any
class of Senior Indebtedness.

SECTION 6.07. Application by Trustee of Monies Deposited with It. If at
least two days prior to the date on which by the terms of this Indenture any monies
deposited with the Trustee or any Paying Agent may become payable for any purpose
(including, without limitation, the payment of either the principal of or the interest on
any Note) the Trustee shall not have received with respect to such monies the notice
provided for in Section 6.06, then the Trustee shall have full power and authority to
receive such monies and to apply the same to the purpose for which they were received
and shall not be affected by any notice to the contrary which may be received by it on
or after such date. This Section shall be construed solely for the benefit of the Trustee
and Paying Agent and shall not otherwise affect the rights of holders of such Senior
Indebtedness.

SECTION 6.08. Subordination Rights Not Impaired by Acts or Omissions of
Company or Holders of Senior Indebtedness. No right of any present or future holders
of any Senior Indebtedness to enforce subordination as provided herein shall at any
time in any way be prejudiced or impaired by any act or failure to act on the part of the
Company or by any act or failure to act, in good faith, by any such holder, or by any
noncompliance by the Company with the terms of this Indenture, regardless of any
knowledge thereof which any such holder may have or be otherwise charged with. The
holders of Senior Indebtedness may extend, renew, modify or amend the terms of the
Senior Indebtedness or any security therefor and release, sell or exchange such security
and otherwise deal freely with the Company, all without affecting the liabilities and
obligations of the parties to this Indenture or the Holders. No provision in any
supplemental indenture which affects the superior position of the holders of the Senior
Indebtedness shall be effective against the holders of the Senior Indebtedness who have
not consented thereto.
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SECTION 6.09. Noteholders Authorize Trustee to Effectuate Subordination of
Notes. Each Holder of Notes by acceptance thereof authorizes and expressly directs
the Trustee on its, his or her behalf to take such action as may be necessary or
appropriate to effectuate the subordination provided in this Article 6 and appoints the
Trustee its, his or her attorney-in-fact for such purpose, including, in the event of any
dissolution, winding up, liquidation or reorganization of the Company (whether in
bankruptcy, insolvency or receivership proceedings or upon an assignment for the
benefit of creditors or otherwise) tending towards liquidation of the business and assets
of the Company, the immediate filing of a claim for the unpaid balance of its, his or
her Notes in the form required in said proceedings and cause said claim to be
approved. If the Trustee does not file a proper claim or proof of debt in the form
required in such proceeding prior to 30 days before the expiration of the time to file
such claim or claims, then the holders of Senior Indebtedness have the right to file and
are hereby authorized to file an appropriate claim for and on behalf of the Holders of
said Notes.

SECTION 6.10. Right of Trustee to Hold Senior Indebtedness. The Trustee
shall be entitled to all of the rights set forth in this Article 6 in respect of any Senior
Indebtedness at any time held by it to the same extent as any other holder of Senior
Indebtedness and nothing in this Indenture shall be construed to deprive the Trustee of
any of its rights as such holder.

SECTION 6.11. Article Six Not to Prevent Events of Default. The failure to
make a payment on account of Principal or Accrued Interest by reason of any provision
in this Article 6 shall not be construed as preventing the occurrence of any Event of
Default under Section 7.01.

ARTICLE 7

DEFAULTS AND REMEDIES

Section 7.01. Events of Default. An "Event of Default" occurs if:

(1) the Company defaults in the payment of interest on any Notes
when the same becomes due and payable and the Default
continues for a period of ten (10) days;

2) the Company defaults in the payment of the Principal of any
Notes when the same becomes due and payable at maturity, upon
redemption or otherwise;

(3) the Company fails to comply with any of its other agreements in
the Notes or the Indenture and the Default continues for the
period and after the notice specified below;
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4)

®)

(6)

a court having jurisdiction in the premises enters (A) a decree or
order for relief in respect of the Company in an involuntary case
or proceeding under any applicable Federal or State bankruptcy,
insolvency, reorganization or other similar law or (B) a decree or
order adjudging the Company as bankrupt or insolvent, or
approving as properly filed a petition seeking reorganization,
arrangement, adjustment or composition of or in respect of the
Company under any applicable Federal or State law, or
appointing a custodian, receiver, liquidator, assignee, trustee,
sequestrator or other similar official of the Company or of any
substantial part of its property, or ordering the winding up or
liquidation of its affairs, and the continuance of any such decree
or order for relief or any such other decree or order unstayed and
in effect for a period of sixty (60) consecutive days;

the Company commences a voluntary case or proceeding under
any applicable Federal or State bankruptcy, insolvency,
reorganization or other similar law or any other case or
proceeding to be adjudicated a bankrupt or insolvent, or consents
to the entry of a decree or order for relief in respect of the
Company in an involuntary case or proceeding under any
applicable Federal or State bankruptcy, insolvency,
reorganization or other similar law or to the commencement of
any bankruptcy or insolvency case or proceeding against it, or
files a petition or answer or consent seeking reorganization or
relief under any applicable Federal or State law, or consents to
the filing of such petition or to the appointment of or taking
possession by a custodian, receiver, liquidator, assignee, trustee,
sequestrator or similar official of the Company or of any
substantial part of its property, or makes an assignment for the
benefit of creditors, or admits in writing its inability to pay its
debts generally as they become due;

the Company defaults under any bond, note or other evidence of
indebtedness (other than nonrecourse indebtedness) for borrowed
money in excess of $25,000 and such default shall be the result
of the Company’s failure to pay any portion of the principal of
such indebtedness when due (after the expiration of any
applicable grace period with respect thereto) or shall have
resulted in such indebtedness becoming or being declared due and
payable prior to the date on which it would otherwise have
become due and payable; or
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(7) one or more judgments or decrees entered against the Company
or any Subsidiary ordering payment (not paid or fully covered by
insurance) of $25,000 or more in the case of one such judgment
or decree and $250,000 or more in the aggregate for all such
judgments and decrees for the Company and all its subsidiaries
and all such judgments and decrees have not been vacated,
discharged, stayed or bonded pending appeal within 60 days from
the entry thereof.

A Default under clause (3) is not an Event of Default until the Trustee or the
Holders of at least 25% in principal amount of the Notes notify the Company of the
Default and the Company does not cure the Default within thirty (30) days after receipt
of the notice. The notice must specify the Default, demand that it be remedied and
state that the notice is a "Notice of Default."

Section 7.02. Acceleration. If an Event of Default (other than an Event of
Default described in paragraphs (4) and (5) of Section 7.01 of this Indenture) occurs
and is continuing, the Trustee by written notice to the Company, or the Holders of at
least 25% in aggregate principal amount of the outstanding Notes by written notice to
the Company and the Trustee, may declare the principal of and accrued interest on all
the Notes to be due and payable. Upon such declaration the Principal and accrued
interest shall become immediately due and payable. In case of an Event of Default
described in paragraph (4) or paragraph (5) of Section 7.01 of this Indenture, such
amount shall be due and payable without any declaration or any act on the part of the
Trustee or the Holders. Holders of a majority in principal amount of the Notes by
notice to the Trustee (or the Trustee acting alone if the Trustee declared the
acceleration) may rescind an acceleration and its consequences if (a) the rescission
would not conflict with any judgment or decree, (b) all existing Events of Default have
been cured or waived except nonpayment of principal or interest that has become due
solely because of the acceleration, (c) to the extent the payment of such interest is
lawful, interest on overdue installments of interest and overdue principal, which has
become due otherwise than by the declaration of acceleration, has been paid, and (d) in
the event of the cure or waiver of a Default or Event of Default under Section 7.01(6),
the Trustee shall have received an Officers' Certificate or an Opinion of Counsel that
such Default or Event of Default has been cured or waived.

Section 7.03. Other Remedies. If an Event of Default occurs and is
continuing, the Trustee may, subject to Article 6, pursue any available remedy to
collect the payment of Principal or Accrued Interest on the Notes or to enforce the
performance of any provision of the Notes or this Indenture.

The Trustee may maintain a proceeding even if it does not possess any of the
Notes or does not produce any of them in the proceeding. A delay or omission by the
Trustee or any Holder in exercising any right or remedy accruing upon an Event of
Default or a Default shall not impair the right or remedy or constitute a waiver of or
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acquiescence in the Event of Default. All remedies are cumulative to the extent
permitted by law.

Section 7.04. Waiver of Past Defaults. The Holders of a majority in principal
amount of the Notes by notice to the Trustee may waive an existing Default and its
consequences except a Default in the payment of the principal of, redemption price or
interest on any Notes which may only be waived by all affected Holders of Notes and
the Trustee.

Section 7.05. Control of Majority. The Holders of a majority in principal
amount of the Notes may direct the time, method and place of conducting any
proceeding for any remedy available to the Trustee or exercising any trust or power
conferred on it. However, the Trustee may refuse to follow any direction that conflicts
with law or this Indenture, is unduly prejudicial to the rights of other Holders of Notes,
or would involve the Trustee in personal liability. The Company may, but shall not be
obligated to fix a record date for the purpose of determining the Holders entitled to
vote on the direction of any such proceeding.

Section 7.06. Limitation on Suits. A Holder of Notes may pursue a remedy
with respect to this Indenture or the Notes only subject to Article 6 and only if:

(1)  the Holder gives to the Trustee notice of a continuing Event of
Default;

) the Holders of at least 25% in principal amount of the Notes
make a request to the Trustee to pursue the remedy;

3) such Holder or Holders offer to the Trustee indemnity
satisfactory to the Trustee against any loss, liability or expense;

@) the Trustee does not comply with the request within sixty (60)
days after receipt of the request and the offer of indemnity; and

&) during such sixty (60) day period the Holders of a majority in
principal amount of the Notes do not give the Trustee a direction
inconsistent with the request.

A Holder of Notes may not use this Indenture to prejudice the rights of another
Holder of Notes or to obtain a preference or priority over another Holder of Notes.

Section 7.07. Rights of Holders to Receive Payment. Subject to the provisions
of Article 6 and Section 7.02 of this Indenture, notwithstanding any other provision of
this Indenture, the right of any Holder of a Note to receive payment of principal and
interest on the Notes, on or after the respective due dates expressed in the Notes, or to
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bring suit for the enforcement of any such payment on or after such respective dates,
shall not be impaired or affected without the consent of the Holder.

Section 7.08. Collection Suit by Trustee. If an Event of Default occurs and is
continuing, the Trustee, subject to Article 6, may recover judgment in its own name
and as trustee of an express trust against the Company for the whole amount of
principal and interest remaining unpaid on the Notes.

Section 7.09. Trustee May File Proofs of Claim.

(a) In case of the pendency of any receivership, insolvency, liquidation,
bankruptcy, reorganization, arrangement, adjustment, composition or other judicial
proceeding relating to the Company or the property of the Company, the Trustee
(irrespective of whether the principal of the Notes shall then be due and payable as
therein expressed or by declaration or otherwise and irrespective of whether the
Trustee shall have given written notice of any demand on the Company for the payment
of overdue principal or interest), subject to Article 6, shall be entitled and empowered,
by intervention in such proceeding or otherwise,

) to file and prove a claim for the whole amount of the principal
and interest owing and unpaid in respect of the Notes and to file
such other papers or documents as may be necessary or advisable
in order to have the claims of the Trustee (including any claim
for the reasonable compensation, expenses, disbursements and
advances of the Trustee, its agents and counsel) and of the
Holders allowed in such judicial proceeding, and

(i)  to collect and receive any monies or other securities or property
payable or deliverable upon the conversion or exchange of the
Notes or upon any such claims and to distribute the same; and
any receiver, assignee, trustee, liquidator, sequestrator (or other
similar official) in any such judicial proceeding is hereby
authorized by each Holder to make such payments to the Trustee,
and in the event that the Trustee shall consent to the making of
such payments directly to the Holders, to pay to the Trustee any
amount due to it for the reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and
counsel, and any other amounts due to the Trustee under Section
8.06 of this Indenture.

(b) Nothing herein contained shall be deemed to authorize the Trustee to
authorize or consent to or accept or adopt on behalf of any Holder any plan of
reorganization, arrangement, adjustment or composition affecting the Notes or the
rights of any Holder thereof, or to authorize the Trustee to vote in respect of the claim
of any Holder in any such proceeding.
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Section 7.10. Priorities. If the Trustee collects any money pursuant to this
Article, it shall pay out the money in the following order:

First: to the Trustee for amounts due under Section 8.06 hereof;

Second: to Holders of Notes for amounts due and unpaid on the Notes for
Principal and Accrued Interest, ratably, without preference or priority of any kind,
according to the amounts due and payable on the Notes for Principal and Accrued
Interest, respectively; and

Third: to the Company. i

The Trustee may, from time to time, fix record dates and payment dates for any
such payments to Holders of Notes. Pending payment, the Trustee shall hold such
monies in trust and invest and reinvest them in Qualified Investments.

Section 7.11. Undertaking for Costs. In any suit for the enforcement of any
right or remedy under this Indenture or in any suit against the Trustee for any action
taken or omitted by it as Trustee, a court in its discretion may require the filing by any
party litigant in the suit of an undertaking to pay the costs of the suit, and the court in
its discretion may assess reasonable costs, including reasonable attorneys' fees, against
any party litigant in the suit, having due regard to the merits and good faith of the
claims or defenses made by the party litigant. This Section does not apply to a suit by
the Company, the Trustee, a suit by a Holder pursuant to Section 7.06, or a suit
initiated by Holders of more than 10% in principal amount of the Notes.

ARTICLE 8
TRUSTEE

Section 8.01. Duties of Trustee.

(a) If an Event of Default has occurred and is continuing, the Trustee shall
exercise such of the rights and powers vested in it by this Indenture, and use the same
degree of care and skill in their exercise, as a prudent man would exercise or use under
the circumstances in the conduct of his own affairs.

(b) Except during the continuance of an Event of Default:

(1)  The Trustee need perform only those duties that are specifically
set forth in this Indenture and no others.
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(©)

(d)

(e)

expense.

®

@

In the absence of bad faith on its part, the Trustee may
conclusively rely, as to the truth of the statements and the
correctness of the opinions expressed therein, upon certificates or
opinions furnished to the Trustee and conforming to the
requirements of this Indenture. However, the Trustee shall
examine the certificates and opinions to determine whether or not
they conform to the requirements of this Indenture.

The Trustee may not be relieved from liability for its own gross
negligent action, its own gross negligent failure to act, or its own willful
misconduct, except that:

)

2

3)

This paragraph does not limit the effect of paragraph (b) of this
Section.

The Trustee shall not be liable for any error of judgment made in
good faith by a Trust Officer, unless it is proved that the Trustee
was negligent in ascertaining the pertinent facts.

The Trustee shall not be liable with respect to any action it takes
or omits to take in good faith in accordance with a direction
received by it pursuant to Section 7.05 of this Indenture.

Every provision of this Indenture that in any way relates to the Trustee
is subject to paragraphs (a), (b) and (c) of this Section.

The Trustee may refuse to perform any duty or exercise any right or
power unless it receives indemnity satisfactory to it against any loss, liability or

The Trustee shall not be liable for interest on any money received by it.

Section 8.02. Rights of Trustee.

(a)

(b)

The Trustee may rely on any document believed by it to be genuine and
to have been signed or presented by the proper person. The Trustee
need not investigate any fact or matter stated in the document, unless it
has reason to believe such fact or matter is falsely represented.

Before the Trustee acts or refrains from acting, it may require an
Officers' Certificate or an Opinion of Counsel. The Trustee shall not be
liable for any action it takes or omits to take in good faith in reliance on
such Certificate or Opinion or both.
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©) The Trustee may act through agents and shall not be responsible for the
misconduct or negligence of any agent appointed with due care.

(d) The Trustee shall not be liable for any action it takes or omits to take in
good faith which it believes to be authorized or within its rights or
powers.

Section 8.03. Individual Rights of Trustee. The Trustee in its individual, trust,
or any other capacity may become the owner or pledgee of Notes and may otherwise
deal with the Company or an Affiliate with the same rights it would have if it were not
Trustee. Any Agent may do the same with the like rights. However, the Trustee is
subject to Sections 8.09 of this Indenture.

Section 8.04 Trustee's Disclaimer. The Trustee makes no representation as to
the validity or adequacy of this Indenture or the Notes, it shall not be accountable for
the Company's use of the proceeds from the Notes, and it shall not be responsible for
any statement in the Notes other than its authentication.

Section 8.05. Notice of Defaults. If a Default occurs and is continuing and if
the Trustee has received notice of the Default, the Trustee shall mail to Holders a
notice of the Default within sixty (60) days after it occurs. Except in the case of a
Default in payment on any Notes, the Trustee may withhold the notice if and so long as
a committee of its Trust Officers in good faith determines that withholding the notice is
in the best interest of Holders.

Section 8.06. Compensation and Indemnity. The Company
shall promptly pay to the Trustee, upon request, from time to time reasonable
compensation for its services. The Company shall reimburse the Trustee upon request
for all reasonable out-of-pocket expenses incurred by it. Such expenses shall include
the reasonable compensation and out-of-pocket expenses of the Trustee's agents and
counsel.

The Company shall indemnify the Trustee against any loss or liability incurred
by it in connection with its services hereunder, except as set forth in the next
paragraph. The Trustee shall notify the Company promptly of any claim for which it
may seek indemnity.

The Company need not reimburse any expense or indemnify against any loss or
liability incurred by the Trustee through negligence, bad faith, or willful misconduct.

To secure the Company's payment obligations in this Section, the Trustee shall
have a lien prior to the Notes on all money or property held or collected by the
Trustee, except that held in trust to pay principal and interest on the Notes. Such lien
shall survive the satisfaction and discharge of this Indenture or any other termination

under any bankruptcy law.
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When the Trustee incurs expenses or renders services after an Event of Default
specified in Section 7.01(4) or (5) occurs, the expenses and the compensation for the
services are intended to constitute expenses of administration under any bankruptcy
law.

Section 8.07. Replacement of Trustee. A resignation or removal of the Trustee
and appointment of a successor Trustee shall become effective only upon the successor
Trustee's acceptance of appointment as provided in this Section.

The Trustee may resign by so notifying the Company. The Holders of a
majority in principal amount of the Notes may remove the Trustee by so notifying the
Trustee and the Company. The Company may remove the Trustee if:

1) the Trustee fails to comply with Section 8.09;

(2) the Trustee is adjudged a bankrupt or an insolvent;

3) a receiver or public officer takes charge of the Trustee or its property; or
4) the Trustee becomes incapable of acting.

If the Trustee resigns or is removed or if a vacancy exists in the office of
Trustee for any reason, the Company shall promptly appoint a successor Trustee.
Within one (1) year after the successor Trustee takes office, the Holders of a majority
in principal amount of the then outstanding Notes may appoint a successor Trustee to
replace the successor Trustee appointed by the Company.

If a successor Trustee does not take office within sixty (60) days after the
retiring Trustee resigns or is removed, the retiring Trustee, the Company or the
Holders of at least 10% of principal amount of the Notes may petition any court of
competent jurisdiction for the appointment of a successor Trustee.

If the Trustee fails to comply with Section 8.09 hereof, any Holder may petition
any court of competent jurisdiction for the removal of the Trustee and the appointment
of a successor Trustee.

A successor Trustee shall deliver a written acceptance of its appointment to the
retiring Trustee and to the Company. Thereupon the resignation or removal of the
retiring Trustee shall become effective, and the successor Trustee shall have all the
rights, powers and duties of the Trustee under this Indenture. The successor Trustee
shall mail a notice of its succession to the Holders of the Notes. The retiring Trustee
shall promptly transfer all property held by it as Trustee to the successor Trustee,
subject to the lien provided for in Section 8.06.
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Section 8.08. Successor Trustee by Merger, etc. If the Trustee consolidates,
merges or converts into, or transfers all or substantially all of its corporate trust
business to another corporation, the successor corporation without any further act shall
be the successor Trustee.

Section 8.09. Eligibility; Disqualification. This Indenture shall always have a
Trustee who is qualified or eligible to be qualified under TIA §301 et seq., and is a
corporation organized and doing business under the laws of the United States or any
State or Territory or of the District of Columbia or a corporation or other person
permitted to act as trustee by the SEC which (A) is authorized under such laws to
exercise corporate trust powers, and (B) is subject to supervision or examination by
Federal, State, Territorial, or District of Columbia authority. (TIA § 310(a)(1)). The
Trustee is subject to TIA § 310(b), including the optional provision permitted by the
second sentence of TIA § 310(b),(9). Section 11.07 lists any excluded indenture or
trust agreement.

Section 8.10. Annual Accounting. Once each year and more frequently, if
necessary, the Trustee shall render an accounting to the Company of all funds held by
the Trustee in respect of Notes.

ARTICLE 9
DISCHARGE OF INDENTURE

Section 9.01. Termination of Company's Obligations.

(a) Subject to paragraph (b) of this Section 9.01, the Company may
terminate all of its obligations under this Indenture if:

(D the Notes all mature within one year or all of them have been
called for redemption under arrangements satisfactory to the
Trustee for giving notice of redemption; and

2) the Company irrevocably deposits in trust with the Trustee
money or U.S. Government Obligations sufficient to pay
principal and interest on the Notes to maturity or redemption, as
the case may be.

(b) Notwithstanding the foregoing, the Company's obligations in Sections
2.03, 2.04, 2.05, 2.06, 2.07, 4.01, 8.06, 8.07 and 9.03, and in Article
11, shall survive until the Notes are no longer outstanding. Thereafter
the Company's obligations in Section 8.06 and 9.03 shall survive.
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©) After a deposit the Trustee upon request shall acknowledge in writing
the discharge of the Company's obligations under this Indenture except
for those surviving obligations specified above.

(d) In order to have money available on a payment date to pay Principal or
Accrued Interest on the Notes, the U.S. Government Obligations shall
be payable as to principal or interest on or before such payment date in
such amounts as will provide the necessary money. U.S. Government
Obligations shall not be callable at the issuer's option.

e "U.S. Government Obligations" means direct obligations of the United
States of America for the payment of which the full faith and credit of
the United States of America is pledged.

Section 9.02. Application of Trust Money. The Trustee shall hold in trust
money or U.S. Government Obligations deposited with it pursuant to Section 9.01, and
shall invest any money earnings in U.S. Government Obligations conforming to the
requirements of Section 9.01. It shall apply the deposited money and the money from
U.S. Government Obligations through the Paying Agent and in accordance with this
Indenture to the payment of principal and interest on the Notes.

Section 9.03. Repayment to Company. The Trustee and the Paying Agent shall
promptly pay to the Company upon request any excess money or securities held by
them at any time.

The Trustee and the Paying Agent shall pay to the Company upon request any
money held by them for the payment of Principal or Accrued Interest that remains
unclaimed for three (3) years after the redemption or payment date; provided, however,
that the Trustee or such Paying Agent shall, upon written request and at the expense of
the Company, cause to be published once, in a newspaper of general circulation in
Indianapolis, Indiana or mailed to each Holder, notice that such money remains
unclaimed and that, after a date specified therein, which shall be not less than fifteen
(15) days from the date of such publication or mailing, any unclaimed balance of such
money then remaining shall be repaid to the Company. After payment to the
Company, Holders of Notes entitled to the money must look to the Company for
payment as general creditors unless an applicable abandoned property law designates
another person.

Section 9.04. Reinstatement. If the Trustee or Paying Agent is unable to apply
any money or U.S. Government Obligations in accordance with Section 9.01 and 9.02
of this Indenture by reason of any legal proceeding or by reason of any order or
judgment of any court or governmental authority enjoining, restraining or otherwise
prohibiting such application, the Company's obligations under this Indenture and the
Notes shall be revived and reinstated as though no deposit has occurred pursuant to
Section 9.01 of this Indenture until such time as the Trustee or Paying Agent is
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permitted to apply such money or U.S. Government Obligations in accordance with
Section 9.01 of this Indenture; provided, however, that if the Company has made any
payment of interest or on principal of any Notes because of the reinstatement of its
obligations, the Company shall be subrogated to the rights of the Holders of the Notes
to receive payment from the money or U.S. Government Obligations held by the
Trustee or Paying Agent.

ARTICLE 10
AMENDMENTS
Section 10.01. Without Consent of Holders. The Company

and the Trustee may amend this Indenture or the Notes without the consent of any
Holders of Notes:

(1) to cure any ambiguity, defect or inconsistency with any other
provision herein;

(2) to comply with Sections 5.01 and Article 11; or

(3) to make any change that does not adversely affect the rights of any
Holders of Notes.

After an amendment to this Indenture becomes effective, the Company
shall promptly mail a notice to the Holders of the Notes briefly describing the
amendment.

Section 10.02. With Consent of Holders. The Company, when duly authorized
by its Board of Managers, and the Trustee may amend this Indenture with the written
consent of the Holders of at least 66 2/3% in Principal amount of the Notes. However,
without the consent of each Holder, an amendment under this Section may not:

(1) reduce the amount of Notes whose Holders must consent to an
amendment;

(2) reduce the rate of or change the time for payment of interest,
including any defaulted interest, on any Notes;

(3) reduce the principal of or change the fixed maturity of any Notes or
change the date on which or circumstances in which, any Note may be subject to
redemption, or reduce the redemption price thereof;

(4) make any Notes payable in currency other than that stated in the

Notes;
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(5) make any change in Article 3 or Section 7.04, 7.07 or this Section
10.02; or

(6) waive a Default in the payment of the principal of, or interest on,
any Note.

After an amendment under this Section becomes effective, the Company shall
mail to Holders of Notes a notice briefly describing the amendment.

Section 10.03. Revocation and Effect of Consents. Until an amendment or
waiver becomes effective, a consent to it by a Holder of a Note is a continuing consent
by the Holder and every subsequent Holder of a Note or portion of a Note that
evidences the same debt as the consenting Holder's Notes, even if notation of the
consent is not made on any Notes. However, any such Holder or subsequent Holder
may revoke the consent as to his Note or portion of a Note if the Trustee receives the
notice of revocation before the date the amendment or waiver becomes effective. An
amendment or waiver becomes effective upon receipt by the Trustee of (i) an Officers'
Certificate certifying that the Holders of the requisite Principal amount of Notes have
consented to such amendment or waiver, and (ii) the written consents from the Holders
of the requisite percentage in Principal amount of Notes; and thereafter binds every
Holder of Notes and shall bind subsequent Holders of the Notes whether or not they
had notice of the amendment or waiver.

Section 10.04. Notation on or Exchange of Notes. The Trustee may place an
appropriate notation about an amendment or waiver on any Notes thereafter
authenticated. The Company in exchange for all Notes may issue and the Trustee shall
authenticate new Notes that reflect the amendment or waiver.

ARTICLE 11
MISCELLANEOUS

Section 11.01. Notices. Any notice or communication by the Company or the
Trustee to the other is duly given if in writing and hand delivered or mailed by first-
class mail to the other's address stated in Section 11.07. The Company or the Trustee
by notice to the other may designate additional or different address for subsequent '
notice or communications.

Any notice or communication to a Holder shall be mailed by first-class mail to
his address shown on the register kept by the Registrar. Failure to mail a notice or
communication to a Holder or any defect in it shall not affect its sufficiency with
respect to other Holders.

39



Any notice or communication by a Holder to either the Company or the Trustee
shall be hand delivered or mailed by first class mail to the address stated in Section
11.07 or any additional or different address notice of which has been given to the
Holders.

If a notice or communication is mailed in the manner provided above within the
time prescribed, it is duly given, whether or not the addressee receives it.

If the Company mails a notice or communication to Holders, it shall mail copy
to the Trustee and each Agent at the same time.

All other notices or communications shall be in writing.
Section 11.02. Certificate and Opinton as to Conditions Precedent. Upon any

request or application by the Company to the Trustee to take any action under this
Indenture, the Company shall furnish to the Trustee:

(1) an Officers' Certificate stating that, in the opinion of the signers, all
conditions precedent, if any, provided for in this Indenture relating to the proposed
action have been complied with; and

(2) an Opinion of Counsel stating that, in the opinion of such counsel, all
such conditions precedent have been complied with.

Section 11.03. Statements Required in Certificate or Opinion. Each certificate
or opinion with respect to compliance with a condition or covenant provided for in this
Indenture shall include:

(1) a statement that the person making such certificate or opinion has
read such covenant or condition;

(2) a brief statement as to the nature and scope of the examination or
investigation upon which the statements or opinions contained in such certificate or
opinion are based,;

(3) a statement that, in the opinion of such person, he has made such
examination or investigation as is necessary to enable him to express an informed
opinion as to whether or not such covenant or condition has been complied with; and

(4) a statement as to whether or not, in the opinion of such person, such
condition or covenant has been complied with.

Section 11.04. Rules by Trustee and Agents. The Trustee may make
reasonable rules for action by a meeting of Holders. The Registrar or Paying Agent

may make reasonable rules and set reasonable requirements for its functions.
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Section 11.05. Legal Holidays. A "Legal Holiday" is a Saturday, a Sunday or
a day on which Trustee is not required to be open. If a payment date is a Legal
Holiday at a place of payment, payment may be made at that place on the next
succeeding day that is not a Legal Holiday, and no interest shall accrue for the
intervening period.

Section 11.06. Duplicate Originals. The parties may sign any number of
copies of this Indenture. One signed copy is enough to prove this Indenture.

Section 11.07. Variable Provisions.

"Officer" means the Chairman, President, any Vice- President, the Treasurer,
the Secretary, any Assistant Treasurer or any Assistant Secretary of the Company.

The Company initially appoints the Trustee Paying Agent and Registrar.

The first certificate pursuant to Section 4.04 shall be for the fiscal year ending
on December 31, 2003.

The Company's address is:

Davis Homes, LL.C
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240
Attention: C. Richard Davis

The Trustee's address is:

First Community Bank & Trust
298 State Road 135 North
P.O. Box 767
Greenwood, Indiana 46142
Attention: Corporate Trust

Section 11.08. Proof of Acts. Any request, demand, authorization, direction,
notice, consent, waiver or other action provided by this Indenture to be given or taken
by Holders may be embodied in and evidenced by one or more instruments of
substantially similar tenor signed by such Holders in person or by agent duly appointed
in writing; and, except as herein otherwise expressly provided, such action shall
become effective when such instrument or instruments are delivered to the Trustee,
and, where it is hereby expressly required, to the Company. Proof of execution of any
such instrument or of a writing appointing any such agent shall be sufficient for any
purpose of this Indenture and conclusive in favor of the Trustee and the Company, if
made in the manner provided in this Section.
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The fact and date of the execution by any person of any such instrument or
writing may be proved by the affidavit of a witness of such execution or by the
certificate of any notary public or other officer authorized by law to take
acknowledgments of deeds, certifying that the individual signing such instrument or
writing acknowledged to him the execution thereof. Where such execution is by an
officer of a corporation or a member of a partnership, on behalf of such corporation or
partnership, such certificate or affidavit shall also constitute sufficient proof of his
authority. The fact and date of the execution of any such instrument or writing, or the
authority of the person executing the same, may also be proved in any other manner
which the Trustee deems sufficient.

Section 11.09. Governing Law. The laws of the State of Indiana shall govern
this Indenture and the Notes. '

Section 11.10. Successors. All agreements of the Company in this Indenture
and the Notes shall bind its successors. All agreements of the Trustee in this Indenture
shall bind its successors.

Section 11.11. Severability. In case any provision in this Indenture or in the
Notes shall be invalid, illegal or unenforceable, the validity, legality and enforceability
of the remaining provisions shall not in any way be affected or impaired thereby.

Section 11.12. Table of Contents, Headings, etc. The Table of Contents,
cross-reference Table and headings of the Articles and Sections of this Indenture have
been inserted for convenience of reference only, are not to be considered a part hereof,
and shall in no way modify or restrict any of the terms or provisions hereof.

Section 11.13. Benefits of Indenture. Nothing in this Indenture or the Notes
shall give to any Person, other than the parties hereto and their successors hereunder
and the Holders, any benefit or legal or equitable right, remedy or claim under this
Indenture.
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Dated:

Attest:

Secretary

Dated:

Attest:

Trust Officer

SIGNATURES
DAVIS HOMES, LLC
By:  Davis Holding Corporation,

Managing Member

By:

C. Richard Davis
Executive Vice President

FIRST COMMUNITY BANK & TRUST

Name:

Title:
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‘4381.5 REV-1 G54
APPENDIYX 18

Te

project Owner's & Management Agent's Certification
tor Multifamily Housing Projects for Identity-of-

U.S. Deparimont of Houslng
and Urban Dovélopmoeat
Qtlfice ol Housing

OMB Approval No, 2502-0305 {exp. 12731/90)

o

|nterest or Independent Management Agents

sng ns ng swimng dels LOWCAL, (s Pean) 8nd Melntanng Re

ang tarten b e cotecson of nlormalon s setmated 10 sverage 0,14 haurt per

nchedng he \me lor

data Areded, and compoing wnd feiewing Mo criecten of inkomason, Send comment teaidig Bs Suiden ssbmale of any 0t ef 4 epect of This c.ol-o-n ol nlorme son, INdUAng tucyestone lor teduany Ns

, 1o Tm Pvporm Mansgemant Ofhor,

4. Buskg L Papermont Reducion Prje<t [S202-0060], Washngion, 0., 22503, -

Crco of nlormason Polia s d Syceme, U5, Deparvaet ol Houdng and Urban Dovelopmont, Waahington, .G, 20410.3¢00 snd B e Cthes ol Marsgement and

FRA project no: Qate; ’
073-35384 December 31, 1997
C1y, Stale ) . . . I. o Section 8 no;
Indianapolis, Indlana 46268 -

“acting on bohall orCmggsd Creek Asscaiates the Pr:‘ioc!
A e

QOwnor (Ovmar), and s
AManagemaeant Agont {Agent), we maka tRe lollowing cortifications and
sgrecments o the Uniled States Department of Housing and plban
Development (HUD) regarding management of the above project.

V/e cerlify that? ' .
a. Wo havo oxocuted or will execute, within 30 days.aher recsiving th

approval(s) required by parsgraph b below, o Managament Agreemant
for this projoct The Agroemont pravidas / will provide that the Manage-
ment Agent will manage the project lor the term and [ea described
below. Changes In tha f=a will bo Implamented only in accordance with
HUD's roquirements
(1) Tarm of Agreemont:, mb'm. Eﬂ:&ﬁ
{2) Feos: 1 . . 1 /
(a) Sj . ., ol rasidential Incomeo collectad;
)__0_ . ol commercial incoms callocted:
{€)__Sk' .+ ol miscollancous Incomo collacted (This
parcentage musl not axcaed the percantige in (2)(a)
abova).
(d) Special Fees No{J Yes O If yes, describe in paragraph
4 of Atlachmont 1.
{3) Caleutation of Estimated Yicld (Soa Altachment 1.}
. Wo will disburse management foos from project incoma only after Wo
havo: .
(1) Submitled this Certification lo HUD: N
(2) HUD has approved tha Agenl to manage this profect; and
(9) HUO has approved the mamgement feo (il raquired).
o understand that no foos may bo earnad or pald ahar HUD has
terminated the Mampoemant AQroomant

., 1l HUD notifias me of an excossive managemont feg, |, the Agont, will

within 30 days of HUD's nolica oithor:

{1) Reduco tho camponsaton to nn ameunt HUD determines
lo ba reasonabla and -

(2) Require tha administrator 1o relund I tho projoct all excassive
lees cotlectod, o ° i :

{3) Appeal HUD's decislon and abida by-tho results of the appoal
procass, making any roquired reductons and telunds within 30
doy3s allor tho date ol this doclsion lsetior on tha appoal, ,

. I111UD holds the rosldontint mnnagement feo yleld hormioss under tho
vansilon provisions of Chapler 2, Soclion V1 of HUD Handbook
4381.5, ) )

{13 Weo understand that HUD will adjust the management {ce per-
centage cach ima HUD approves a tent Incraasa. ]

" (2) Vo agree 1o ba bound by that percentaga untl the naxt rent

increasa or untl HUD approves a dillerant (2o, pursuant lo our
request :

d.

Rolrain Irom purchasing goods or sorvices lrom entlos that have
identty-ol-Interast with us uniass tho cosis are as low as or lowor than
arms-length, open-markat purchases.

4, ;l'he Agenl agrees to:

A
b

(-3

Ferpetial with 30 day cancellation *
ive date

L

Assure that all expenses of tha project are reasonabls and neces:ary.» :
Exert reasonablo eflort to maximize projoct income and fo lake
advantage ol discounts, rebatos and simlar money-saving lechriques,
Obtain conlracts, malerials, supplies and sewvices, including he
preparation of the annual audit, an terms most advantageous lo tho
project.

Credit the project with all discounts, rebates of commissions (including
any sales or property tax relie! granted by thae slate or loc govern-
ment) received. . -
Obtain the necassary verbal or written cos! estimales and document
the reasons for accopling other than the lowest bid.

Malntain copies of such documentation and make such documentaton

" available lor your inspection during normal business hours.

0

Invest project lunds that HUD poficies require to be invested and take
roasonable elforl o inves! other peoject lunds unless the owner
specifically directs the Agent not to invest those other lunds,

5. Wae certify that the typas of Insuronce policies checked-below are in lorce
and will be maintairted 1o the best of ur ability at all imes, Fidefity boads
and hazard insuranco policies will name HUD as an addilional loss payea.
Nale: For any box not checked. stach an explanation as to why you
cannot oblain that typa ol insurance, Such situations zhould be extremely,

_rara, : : .

2. X Fidality bond or employee dishonasty coverage lor

(1) all principals of the Agent and: -

(2) all por=ons who participate directly of indirectly in the mamge-
. menl and maintenance of the project and its assels, accounts
and rocords. Covarngo will ba atleas! equal to the project’s

gress potential incomo for twa {2} manths, "

‘ b. X] Hazard insuranca covorage In en amount tequired by the praject's

Mortgage.

¢ & Public Gability caveragae with the Agent designated as ona of tha

insured. .

_ 8.The Agantagrees ot

8. Fumnishx responss o HUD's management review roparnts, physical

b,

lnspgection reports and wrillen inquirios regarding the peoject’s onnual
financlal statomanls or monthly accounting reports within 30 days altar
‘rocolpl of he report ar inquiry. "
Establish and maintain the projects accounls, backs and records in
accordance with: - ’

{1) HUD's adminislralive requiramants; .

(2} ponorally accapted accounting principles; and

(3} in & condilion that will lacilitale avdiL

7. We agree that:

We will, il tha project Is subsidized by HUD, select and.udm'l 1enanls,
compute tonant rants and assistance payments, lecemy l.c.nanl: and
carry out other subsidy contract administration rasponsibilibes in aceor-
dance with HUD Handbook 4350.3 and other HUD Instructions.

. We agree 0!

a. Comply with this project’s Rogulatory Agroemant, Mortgage & -
Morigage Note, and any Subsidy Contracl or Workout/ Modificalion
Agreemont. |

b. Comply with HUD handtooks. nobces or other policy directives thal
relate to the management of the project. -

¢. Comply vith HUD requirements regarding paymont ond reasonable-
ness of management fees and allocatien ol management costs -
badveen the management [ea and the project account (Thls' does not
apply ta projecis fisted [n Paragraph 2.10 ol HUD Handbook 4331.5),

2. All records relatod to the operation ol the project, regardiess of where
they ara housed, shall be consideced the property of the project

b, HUD, tho General Acc‘o{mlinq Olfico {(GAQ), and those zgencies’

reprasentalives may inspect
(1) any records which relate to the prajeel’s purchase of goods or
services, .
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e

(2) the recerds of the Ownar and the Agent, and
(3) the records ol companies having an identty-cl-interest with the
owner and ths agent

" ¢. Tho following clause will ba included in any contract entered inlo with
on :danu!y -ol-interast incividual or business for tha provision ol goods
or services 1o the project: "Upon request of HUD or (mame of ownor of
Agent), (nama ol contraclor or suppliar) will make available 1o HUD, at
& ransonable ime and placoe, ils rocords and records of Idontity-of-
intere st companies which relnto 1o goods and services charged 1o the
~. project Aecords and inlormaton will be sulficient to pomul HUD 10

" delerming the servicos porformed| the dalos tha sorvices were
pedormed, the location at which the services were perdormed, the tme
consumed in providing the services, the charges made lor materials,
and tha per-unit and total charges levied for said services.” The owner
sgroes o request such records within seven (7) days of receipt of
HUO's request o do 5o,

Wa cerlly that any Managament Agreoment doos not contzin the typs of

}mold harmless” clause prohibited by HUD.

| 2 g ‘Wa agree 10 include the following provisions in the Managoment Aar:e-

- ment and to be bound by them:

.8, HUD has the rlght 1o lermirate the Management Aoraement lor Iaﬂura

1o comply with the provisions of this Certification, or other gcod cause,

thirty days alter HUD has mailed the awnor a wiilten nolice of its dozxra

10 lorminale tha Managemant Agreement,

In the event ol a delavlt ynder the Morigage, Nols or Regulalory

Agreemenl, HUD has the right to terminate the Management “Agree-

ment immodinlaly upon HUD's Issuance o! a nalice af lermination to

the Owner and Agont

I HUD exercises this fighl of teaminaton, 1 tha Cwnor agree 1o

pramptly rmka nrrangements lar peoviding managoment that s

satisfactory to HUD.

. Il thore is a conflicl betwean tha Ianagement Agrooment & HUD's

fights and roquirements, HUD's rights & roquirements will provail,

. Il the Managemant Agreamant is temminated |, the Agent, will give to

tho Owner all of the project's cash, trust accounts invesiments and

records within thinty (30} days'al the date the Mamgement Aqreamcnt

o Is 1arminzled.

10,1, the Owner, agres 1o submit 2 new M:mcemon! Cemrnhon 1o HUD

- belare taking arny ol the [ollowing aclions:

* - a, Authorizing the agent to collect a [ee dillerent !:om !he percenlngos

{aos and any special fees spocified in Paragraph 1 of this Cartification:

“~ b, Changing tho expiration date ol the ldanagement Agreemant
" e Renewing the Management Agreement.
. d. Parmiting a now Agent 1o opoarale the projoct
L« e, Permiting a new Agont o collect a [ea,
3 L. Underiaking sell-management of the project
11 Wo agreo lo:

. 8. Comply with afl Fedaral state, or local law3 prohbu'ling discrimination
ngainal any persans on grounds of race, colar, creed, lamilial siatus,
hardicnn, sox or national origln, Includirg Title V! of the Clvil Rights
Act ol 1964, Titlo VIt of tho Clvil Rights Act ol 1968, Execulive Ordor
11063 and all requlations Implemeonting thosa lavrs.

..° * b, Give lamilias with children equal consideralion for admizslon, excepl In

housing lor oldor persons as delommined by HUD,

% & Give handicappod porsons priorlty lor subsidized units hal wors bult

B and equippad specilically for the handicopped. .

d. 1 tha project recoivas any form of direct Federal fimancial assistance,.
comply with the provisions of Soction 504 ol the Rehabilitallon Act of
1973, as amended, tho Age Discriminalion Act of 1975 and all
toguiallons and sdministrativa instructions implementing theso laws,

. Tha Agant undarstands that these laws and regulatons prohibil dise
* crimination against applicants or tenants who ra handicapped or ola
cerain age.

e. Furnish HUD's Olfico of Fair Housing and Equal Opponuruty any
teporis and inlarmalion roquired to menilor the project’s comgliance
with HUD's Iair housing and alfirmalive markeling requiroments
(including HUD Form 949, il agplicatie). R

L Not discriminate againsi any employee, apphicant for employment or
contractor becauso ol raco, cofor. kandicap, refigion, sex or nalional
origin,

9.. Provide mincritie s, women and socially and economically disadvan.
2ged firms equal opportunity 1o participato in he proje<t's procurement
and conlracting activilies, -

h. Il tho project receives any lorm of direct Federal fmncml assistance,
comply with Section 3 of the Housing and Urban Development Act of
1968 and its Implemenling regulations. 1, tha Agent, understand that
this law and the regulations require tha praject lo make Yaining, em-
playment and conlracting appartunities available, lo the greatest extent
{easiblo, 1o lower-income projoect area residents and smal businassoas,

12.We cerlly that we have read and understand HUD's definltion of  (dentity-
ol-Interest” and hat tho statemont{s) checked and information entered
bolow are true, (Check box a or boxes b and/ or ¢.)

e. 3 No identity-ol-interest axists amorg the Ouner; the Agent

and any individuals or companues that regufady do businass with
the projoct.

. b. O Cnly individuals and companios isted In Section 112 of tha Mane
agement Enlity Profilo have an ldenbly-olinterest with the Agont,
Only the Individuals and companies Gsted below have an Identity-
ol-interest with the Qwner, (Shaw the name ol tha Individuat ar
company: fist the sarvices renderad: and describe the naiute of tha
Identity-ol-intarest refationship, Anach addilional sheets, Il

necessary.) . , Praldent

Jaogelire Davis, Pnsxtnt
13.1, tha Agent certily & agrae: Jadce Davis In
a. that the Management Ensty Profile, dated_ 13 /3! is
accurale and current a3 of the date of this Cerlification,

- b. To submil an updatod profila whenever there Is a significant changa in
- the organization o7 operations of he Manngement Entiy.
1 4 .The itams checked bolow are altached:
T Alnchment 1—Calculation of Est. Yields from Proposed Mgl Foces
[3 New Managemant Entity Profile
(O Updated Management Enhly Profle
D Other (Spocily) -

Warnings: . B

Thers are fines and imprAsonmonl—3$ 10,000/5ysars—lor anyone who makes
lalse, ficlitious, or lraudulant staloments or antries In any matter within tha
jurisdicton ol the Federal Government {18 U.S.C 1001). |

Thera ara fines and imprisonment—3$250,000¢5years—Ilor anyone who
misysos rents & proceods in violation of HUOD regulations relative to this
project This applies when the motgage note Is in default or when the
projoctIs In a nonsurplus cash position (12 U.S.C 17152-9).

HUD may sook a "doublo damagos™ civil remedy lor the uzo-ol assels or
Income In viclation of any Regulatory Agreoment or any opplicable HUD
regulations (12 U.S.C 1715z-4a).

‘HUD may seck addillonal civil money pcnall}es 1o ba paid by the morgagor

through personal funds for @
(1).Violation ol an agreoment with HUD 1o 1o use nonplo;ecl funds lor
contaln specilied purposos as a condition of recoiving translars of phyzical
assats, Noxiblo subsidy loon, capital improvement ban, modfcation ol
mortopage arms of workout, Tho penalties could be a2 much ss the HUD
Sceretary’s loss st loreclosure salo o sale aflor foreclosure.

(2) Ccnawspocxﬁc violatons of haRecidinry Agreement, the penaltios
r'llr' ‘\ezu much as S?5yuu pq(oglﬁbn;:e {12 U.S.C 1735115},

/s/ Charles R. Davis ' .

B ﬁrojcl:( O\-rnwr' Namo. tite, J-cn')fun-,,dﬁ\o.
.4. ! .

.

iy /s/ Charles R Davis

By Manaonmum Apgont: Namo. litle, signature, éaie:

Page 2ol 4

lorm HUL-9823-8 (11/26/90)
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APPENDIX 18

W FHA Pre- ‘ Oate:
_CROOKED CREEK  APARTMENTS 073-35384 December 31, 1992..

=HUD Flela wie Use Only [Chock all boxes thal spply) -
+ Anup-lront review ol the management fee was: D Required @ Not required
o -

G The managemenl lees quoted in paragraph 1e and exp!aincdin Anachment 1 of this Certification are approved.

D The mamgement lees quoted In Paragraph 1a and explained in Attachment 1 of this Certiicalion are not approved, The atached Ieltcr d%lcd

, explains the reasans for this disapproval and sels lorth the allowable management lees,

D The residential management fee Parcantago is held harmless at Ye.

D Thae residential mannoomenl lee Ylold is capped al $ PUPM. Each time you approve a tent increase. adjust the management loe Porcaniago

lo mainkin this yield and enter the inlormation required below, : .
Elfoctive Date Adjuzied Manigemont
of New Feo %" Monthly Ran{ Folentlal Colactions % Assumod™ ’ Feo Peoontage

° Thix should be the 3ame dala ths 16nt Increase Is slfoctive,
* 95X unless you approva a dilletant parcontage,

¥ By Loan Servicer By Supemvisory Load Sarvicer/Loan Management Branch Chie! )
7 - Signalure ] : Date Signalure ) Date
E_. “ Narmo Name
Tie : Tile *

Page 3o 4

form HUD-9839-B {11/26/90)
Rel, Hardbook 43515

Rev-1

' _ PAGE3of4 1/91
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gf;moﬂl 1—Calculatlon ol Estimatod Ylo!ds trom Proposed llanagamoent Foos
e pftac il

. FHA Pioject Ro.: | . ‘ ) ) Dale:
D CREEK - APARTMENTS - .~ 07335384~ December 31, 1992

2,_: Curr.amarcl:l Foa (Describo commercial space, how it is used and what
© $ervices management provides.)

<%y 1anihly residential rent potential (from Part A
i1 Ine most recent HUD-approved Rent Schedule [ $ 109, 055 . 00

% 103, 40200 , -
5.% :

msidmﬁal lee yield {Line 1b imes tc) $ 5 'A98 f‘;h ‘ 3
/

Tota! rumber of residential unils {includs ) .
renl-lrec unils.) ) 216 units

o sdental lea yield it th ' '
esidental lea yield par unit per mon! )
a {?j:;w dwided by te.) $ 26.38-puru : “N/A

mmny collections must be estimated al 95% of gross potential, If 8. Monthly commercial rent potential (from Pant E
yuse a lower perceniage, aftach an explanation for the collecions ol the mast recent HUD-approved Rent

; percentage used. Make sure that any assumption af a lower collections base Schedule) s N/A
doss not compensate Ihe ngent lor services lor which a special lee will be

! b, Percentage fee ' N/A “%
‘ .. c. Commetcial lee yield (Une 22 times 26) 3 N/A
).I'I;cnllannous Foa - ‘ ’ ’ o : . N/A ) ‘/'
:ﬁ:,_-,cenlage feo [nol 1o exceed the residental income fee percentage in Lina 1c)
k%
%, .

\

7 4,".Spoelal Foes , : o . : :
. Show doltar nmounl(s), purpozo(t) nnd tima period(z) éochbd_ Describo performance standards and trgel dates for Xecamplishment of special tagks, (Atach
B ndditional sheots, It nocdod.) .

.

B fﬂbnthly accounting fees paid to Davis Management of $1.75 per unit, or $378.00/mo.

—

. ‘Noll:mojoc:; isted ln Paragraph 2-10 of HUD Handbook 4381.5 NE Y1 may quals management loss 'n ways othor than as shewn in this attachmant,

. ——

A " Pagedold - Y form HUD-0839-A (11/26/50),

g@ ' _ ‘

PAGE 4 of 4




Exhibit 6.08

Cedar Ridge Associates, L.P.
Management Agreement



"4381.5 REV-1 QL4
APPENDIX 1B

L ' ! fi 1 u.s.D { Housl A
ProJ?.Ct _Own.er s & Mgnagenjent Agent's C_ertn‘ncatxon nndUrnbpz:;\n;‘:/Tl:pm::(, ng FE5
or Multifamily Housing Projects for Identity-of- Otfice of Housing
orest or Independent Management Agents OME Approval No, 2502-0305 (exp. 12:31/90)
- L Gvs Ky Die corbagdon ol Niormaton @ ssimaied @ sveengs 010 hours per 1 ncdudng Bve ime for IsMeaing Nevue o g €T NG Gels LowNcad, gaNenng and maintaning e

Putis '6::‘“.’,.4 compleing and raviewing Tie ookt an of informason, Send Comments reqarda U burdan cebmale o LAY Ofor sepect of Twa cotecron of informa fon, ndudng 1uggessone ior rscucng Ny
janes '.,'. Aepors Munsgemonl Ottioar, Ofice of Inforraafon Polides and Sysems, V.S, Deparvnent of Housng and Urban Drvolcprsng Washingion, 0.C. 50410-3¢00 snd o e Cifice of Management ind
= Paperwos Reducron Pro et {502-0003], WasNngion, D.C, 29503, . .

s nama! . FHA projoct no: ] Oais:

"CiDAR RIDGE APARTMENTS - ' 073-35392 December 31, .1992
-C—l_—.ﬁ;"' . . . Seciion B no! .
~/Indianapolis, Indiana 46236 : : )

“Acting on bonall of W, the Projoct <. ‘F!a!re?m frnfn purchafmg coods or services lrom entlias that have
owner (Ownar), and ’ s _MenagEyeort ,the identity-ol-interest with us unloss the costs are as low as of lower than
- Managemenl Agonl (Agent), we maka the lollowing cortficalions and arms-length, open-markel purchases.

-fhagtccm'-'“‘s  the United Stales Degartment o! Housing and Urban 4. The Agant agrees to:

/. pevelopment (HUD) regarding management ol the above project.

; 2. Assure that 2il expenses of tha project are reasorable and necessary,
1 Wae certily that? . ‘ . b. Exertreasonabla effart 1o mazximize projoct income and to lake

“ a. Wa have exoculed or will execule, within 30 days.aRef receiving the advantage ol discounts, rebatos and similar money-saving techriques.
approval(s) required by paragraph b below, a Management Agreament ¢, - Obtain contracts, materials, supplios and services, including the

for this project The Agroement provides / will provide that the Manage- preparation ol the annual audit, on terms mast advantageous 1o tho K
ment Agent will manage the project for the term and lee described . project..
below. Changes In she f=a will bo Implemented anly in accordance with

) . N s . Credit he project with all discounts, rebates or carumissions (including
HUD's raquirements R?IFEtLBl with 30 day ca‘mllat.cn any sales or property tax relie! granted by tho stale or local govern-

{1) Torm ol Agréoment; - rotice. Effective e ment) received. .
(2) Feeos: 1 . ° i;l/ o. Obtain the necassary verbal or wrilten cos! estimales and document
(a) Sj : % ol residential Income collected; the reasons lar accopling ather than the lowest bid.
)__0_ % ol commercial incoms callected; I. Maintin copies ol such documentation and make such documeniation
(c) 5!5 % ol miscellaneous income coﬂocte.d (This avaflablo lor your inspection during normal business hours,
peicentage musl not exceed the percantaga in (2)(a) . Invast project lunds that HUD policies require to be invested and take
above). . : . reasonable elfort o invest other project lunds unless the owner
(d)  Special Fees No O Yes (O If yes, descdbe in paragraph specifically directs the Agenlt not ta invest those other lunds,
. 4 ol Attachmant 1. 5. We certily that the types of insurance policies checked below are in Jorce
{3) Calculation of Esimated Yield (Soe Attachmant 1.} ung :illzbodr_rnin::hod torth.a bd?rxx of our ;tbirgy at arl‘l hdmde';F's?;ir); bomi:
3 ond hazard insuranca policies will name as an additional los .
. r:t:m disburse mnacomm\ leos lrom project mcomu. only alter Ve " Noto: For any e o Zohecked. ame” ex;.:lanfuion o why'yofay :
(1) Submitted this Certification lo HUD: ) cannot obtain thal type of insurance. Such siluations should be extremcly,

rare. :
. X1 Fidality bond or employee dishonosty coverago lor
{1} afl principals of the Agent and;
(2) all persons who participate directly or indirectly in tha mamge-
. ment and mainlenance ol the project and ils assets, accounts
and rocords, Covorago will ba at least equal lo the projecl's
gross potential incomo for two (2) months, :
b. X Hazard insurance coveraga in an amount required by the project's

(2) HUD has approved tho Agent 1o manage this project; and
(3) HUD has approved the managemant lee (if required).

. We understand that no loas may ba earned or paid after HUD has
terminated the Mamgomant Agroomant.

1 d. 1l HUD notifios me of an excossive managemant lee, 1, tha Agent, will
S within 30 days of HUD's notice oither:

(1) Reduce the compansation o an amount HUD dolemings

3 10 be reasonablo and . Morigage. ‘
o {2) Require the administrator ta relund o tho projoct all excessiva . B Public fability coverae with the Agont designated as ono of the
= . - leos collected, or  * < insured,

e (3) Appeal HUD's decislon and abide by the fesults of the appoal 5.The Agartagrees 1a:.

= = procoss, making any required reductions and refunds within 30 &, Furmisha responsa o HUD's management review reponts, physical

_ divya hor the date of Ihis docision leltar on the apposl, Inspection reporis and wrilton inquirios regarding the project’s annual
o. 11 HUD holds tha rosidontint manogemont leo yleld hosmloss undac the financlal statoments or monihly accounting reports within 30 days aftar
vansition provisions of Chapter 2, Saction V1 of HUD Handboak ‘rocoipt o the repart of inquiry.

4381.5, b. Establish and maintain the projact's accounts, books and recards in
(1) We understand that HUD will adjust the management lee per- accordanes with:
centage each time HUD approves a rent Increase.

1) HUD's administrative requiremenis;
(2) We agree 10 ba bound by that percentage untd tha noxt rent n eaul

{2) gencrally nccepted accounting principles: and

i ur
:t::r'::: or unt HUD approves a dillerent leo, pursuant lo o (%) in  conditan b o Tociiate b
2. We will, if ha project is subsidized by HUD, select and admiltenants, . 7. Woagrec hat: i )
compute tonant rents and assistance paymants, receriily lananis and 2. All records related to the operation ol the project, legardlcss_‘o! where
carry out other subsidy contract administralion rasponsibiliias in accor- they are housed, shall be consideted the property of the projecl
Y dance with HUD Handbook 4350.3 and other HUD Instructions. b. HUD, the General Accounting Offico {GAD), and those egencies’
: ‘ * 2. Weagrea lo: _ toptesentativas may inspect & .
: _a. Comply with this project’s Regulatory Agroement, Morigage & ., ()any _xeconds which refate to the project’s purchase of goods or
8 Morlgage Naole, and any Subsidy Conlract or Workout/ Modification services,
Agreemeont.
b. Comply with HUD handtooks. notices or other policy directives that
rclate to the management of the project,
. Comply vith HUD requiremenls regarding payment and reasonable-
ness of management {ees and allocation ol management costs

Bahvoen the managemant fea and tho project account (This does rot
apply 1o projeets listed In Paragraph 2-18 of HUD Handbook 4381.5). o

“Page 104 Torm HUD-0839-B {11/26:90)
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(2) ho records ol the Owner and the Agent, and

" (3) the records ol companias having an idansty-ol-intarast with tha

awnar and tha agent.

-n,o tollowing clause will be included in any contract enlered into with
-an idonlity-ol-interast incividual or business lor the provision ol goods
‘or sarvices 1o tho project: "Upon request of HUO or (rame of owner or
“‘agent), {nama ol contraclor of supplier) will make available to HUD, at
-‘a ressonable tma and place, ils rocords and tecords of identity-of«
. inlerest companiss which relato 1o goods and servicas charged to the
. prolecL Records and information will be sufficient to permit HUD o
determine the sefrvices parformed, the dales the sarvices were
perlormed the location at which the services were performed, the tme
'consumed in providing the services, the charges made lor materials,
and tha per-unit and total charges levied lor said services,” The owner
iagroes o request such records within seven (7) days ol receipt of
HUD s requast to do so,

© .

v a. Wg cemly that any Managament Agreoment does not contain the type of

‘hold harmless” clausa prohibited by HUD.

g Wa agree o includa the lollowing provisions in the Management Agrem
ment and to be bound by them:

o HUD has the rlght to termirate the Management Agloement lor hulum

. 1o comply wilh the provisions o this Cerdfication, ar other good cause,
mmy days aher HUD has mailed tha ownar a wiitten notice ol its daslre

F fo lorminata the Management Agreement,
‘b. ‘In the event of a default under tha Mortcage, Nots or ne-gula!oty
AqtcumenL HUO has tho righl ta tarminale the Management Agree-
* ment immodiately upon HUD's Issuance of a notics ol terminalion lo
% tha Owner and Agont,

e, Il HUD exorcises this nght ol terminadan, | the Owner agree o
promptly make arrangements lar peoviding managemenl thatis
<7 salislactory 10 HUD,

d. ! thora is & conflict between the Manaqemml Agreement 3 RUD's
fights and roquirements, HUD's rights & roquirements will provail.
Il the Management Agreomant is lerminaled 1, the Agent, will give lo
" tha Owner all of the projects cash, trust accounts investments and
records within thirty (30) days ol the dale the Mamgemcnl Aqreemenz
- Is terminated.

! ‘-10 L!hc Owner, agree 1o submit 2 new Maragemant Cemfmhon 1o HUD

belom taking any of the following aclions:

- 2, Authorizing the agent o collect a fes dilferent fromthe pcrcenlnges
. faos end any special leas spocified in Paragraph 1 of this Cartification:

b, Changing the expiralion dale of ths Managemenl Agreemeont.

¢, Renewing the Management Agresment.
-+ 4. Permiing & now Agent 10 aporate the peojoct

f'f. Undertaking soll-managoment of I.he pru,ecL
11 Wo agree lo:

u. Comply with all Federal state, or loeal laws prohibiting diserimination
against any pcr..ons on grounds of race, color, crecd, lamilial status,
handicap, sox of natlonal origin, Including Titte VI of the Civil Rights
Act ol 1964, Title VIIt of tho Civil Rights Act of 1968, Exacufive Ctder

% 11063 and oll regulations Implemonting those laws,
“.b, Give lamiflios wilh children equal consideralion for admisslon, exceptin
3" housing for oldor persons as delommined by HUD,

“.e Give handicappad persans priorlly for subsidized units thal wore bulll

and cquippod specilically lor tha handicopped.

It tha project recoives any form of direct Federal financial assistanca,
comply with the provisions of Soction 504 of the Rehabilitalion Act af
1973, as amended, the Age Discrimination Act of 13975 snd all
requlations and administrative Instructions implementing theso laws.
The Agoent understands thal theso laws end regulations prohibil dis-
crimination against applicants of tenanis who are handicapped or ol 2
certain age.

Furnish RUD's Olfico ol Falr Housing and Equal Opportunity any
teparts and information required lo monitor the project’s camplianca
with HUD's lair housing and alfirmative marketing requirements
(including HUD Form 949, il applicatie). .
contractor because ol reo, color, handicap, refigion, sex or nalional
origin,

9. Provida mincritfes. women and socially and ecenomically disadvan.
taged firms equal opporiunity 1o participale in tha project's pracurement
and contracting activities.

h. Il the project receives any lorm ol direct Federal rnancml assistance,
comply with Section 3 of the Housing and Urban Development Act of
1968 and ils implamenting reguladons. |, the Agent, undarstand that
this law and the regulations require the projecl 1o make baining, em-
ployment and contracting opportunities available, (o the greatest exlent
lensiblo, lo lower-incoma projoct arca residents and smal businessoes.

12.Wo certily that we have read and understand HUD's definition of “identity-
* ol-interest” and that tho statermant{s) checked and inlormation enlered
balow are tue, (Check box 2 or boxes b and/ or ¢.)

a. O Ne identity-ol-interest exists amonrg the Owner, tha Agent
and any individuals of companies that regulady do businass with
the project,

. b, O Only individuals and componies listed in Section 11a of he Man-

agement Entity Profila have an idenity-ol-intsrest with the Agent.

< ¥ Cnly the individuals and companies fisted below have an identity-
cl-interest with tha Qwner. (Show the nama of the Individual or
campany; list the services tendered; and describe the nature of the

Identity-ol-intorest relationship. Atiach additional sheets, If
necassary,)

- ]
- Davis Mapgament, General Partner
Cedar Ridee Associates
Jaogelire Davis, President
13,1, the Agent cenity & agree:  Jxdie Davis Interd
a. that the Management Entty Profile, dated__ 13- /31 A is
accurale and current as of the dale ol this Coertilicalion,

b. To submil an updated profila whenever there Is 2 significant changa in
the organization or operations of he Management Entity,

14.The lams checked below are atlached:
D  Attachment 1=Calculation of EsL Yields from Proposed Mgt Fees
D New Management Entity Profile
0 Updated Management Enury Profile.
a Other {Spocily) -

Not diseriminate against any employeo, applicant lar employment or

Warnings:

There are fines and imprisonmonl-—s10.000!5yaars—lo} anyone who makes
false, fictlious, or lraudulant statornents or entries In any matter within the
jurisdiction of tha Federal Governmeni {18 U.S.C 1001).

Theta are fines and imprisonment—$250,000/5years—lor amyone who
misuses renls & troceads in violation of HUD segulations relalive to this
ptoject. This applies when the motgage note is in default or when the
projecl Is In a nonsurplus cash position {12 U.S.C 17152.9).

HUD may seok & “double damages™ cvil remedy for tho vso-ol assels or
income in violation ol any Regulalory Agroemant or any applicable HUD
regulations (32 U.5.C 1715z2-4a).

HUD may seck addilional civil money penallies to be paid by the mortigagor
thraugh persanal hunds for :

(1) Violation of an agreement with HUD o 1o use nonproject lunds for
cortain specilied purposes as a condilion of recoiving transiars of physical
assals, flexible subczidy loan, capital improvement loan, modification of
mortgage tarms or workout. Tho penalfes could be az much as the HUD
Secretary's loss at loreclosure salo or sale aftar loreclosure.

{2) Ccnawspocxfc violaSons of thaRecifldfinry Agreement the penalties
r;ur- he xumuch ns $25P00 pq(nqtﬁlan;:e {12 U.S.C 173s1-15),

'/s/ -Charles R. Davis

By Projcct Ownar: Namo, litte, Fosytute,ame;

©/s/ Charles R. Davis

By ldanagamont Agent: Nama, tille, signature, date:

Page 20 4
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APPENDIX 18

. 1
Frapa e FRA Pres : Gare: )
. _CEDAR RIDGE APARTMENTS . 073-35392 December 31, 1992 .
] )iUU Fle1a waisa Use Only (Chock sl boxes thet apply)
Anup-lront review of the management lee was: D Required @ Not required

G The management lees quoted in paragraph 1a and explained in Attachment 1 of this Certification are approved.

D The management lees quoted In Paragraph 12 and explained in Attachment 1 o, this Certifcation are not approved. The anached letter, dated

, explains the reasons lor this disapproval and sets forth the allowable management lees.

- D The residential management lee Percantage is held harmless at Ye.
# .

'.‘.-D The residential managemant lee Yiold is capped at'$ PUPM, Each lime you apprave a rent increase, adjust the management fee Porcontage
u 1o maintin Ns yield and enter the information required below. .

Efloctive Date . ' Adjuzted Managemant
ol New Feo %* ° Monthly Rant Folenilal Colectiont % Assumed™ Feo Percantaga

* Thit should be (he same date the 1ent Increase is effective,
** 25% unless you approve a dilersnl porcontage.

By Loan Servicer i By Supervisory Load Servicer/L.oan Management Branch Chicf

Signature ' Dale Signature : ’ Dile

Namo - Nams

"Tue : Title

Page 3ol 4 . lorm HUD-9039-B {11/26/50)
. Al Hardbook 4381.5 Rovet *
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FHA Proiect No.:_ Date!

RIDGE_APARTMENTS - - 973~

2.} cgn_smarchl Foa {Describo commercial space, how itis used and what
. sorvices management provides.)

ST vy residential zent palential (from Part A )
f,o‘;,!gdr{\osl recent HUD-appmvcd Rent Schedule [ S 80,24 0 .00

s mes 857 % 76,228.00
5% =

" onibly residentiallee yield (Line 1o imes 1¢) |8 419300

i ~ Yol number of tesidential units (include

B envrec units.) 168 . s
G o dental leo yieid par urit th
ddental [ee yield par unil per mon . . .
- ‘fﬁn, 1d divided by te.) $ 24.96 puru N/A
:’g’mﬂy collecions must be eslimated at 95% of gross.polmlia!. u 8. Monthly commevcial rent potential (from Pat £
£=- . use alower percenlage, attach an explanation for the collectons of the most recent HUD-approved Rent
{:,cmﬁge used. Make sure that any assumption ol a lower collecions base Schedule) - $ N/A

‘does not compensate he agent for services for which a special lee will b

paid. - b. Percenlage lee N / A o
ot c.” Commercial lee yield {Line 2a times 2b) $ N/A

[ ;).‘liscnllznoous Foe A ] v ' . ) N/A "
" ;ﬁeycenlage lea {rol lo excecd the residental income lee percentage in Lino 1¢)

!o :
515%

: " Dsl any miscellanecus income on which HUD afllows a fee to be laken, but on which you have agreed a lee will not be paid. I

"“4, Spoclal Foos : : '
. : Show dollar amaunt(z), plrpozo(s) and lime period(s) covared. Describe performance slandards and firgel dales for accomplishment of special tasks, (Altach
.. ~addillonal sheols, if nocded.)

Monthly accdimting fees paid to Davis Management of $1.75/unit or $294.00/month.

*Nole: Projocts Lstod In Paragraph 2-10 of HUD Handbook 4381.5 REV-1 may quole mansgamant {oes in ways othor than as shown in this attachmeny,

Pagedald : . lorm HUD-9839-A (11/26/50)

-299) e ) December 31, 1992
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Exhibit 6.09

Creekside Square Apartments, L.P.
Management Agreement



' MANAGEMENT AGREEMENT

N This Management Agreement ("Agreement"), dated as of this
R day of A~ , 1994 between Creekside Square Apartments,
L.P., an Indiana limited partnership, hereinafter referred to as

the "Owner", and Davis Properties, L.P., an Indiana limited part-
nership, hereinafter referred to as tPe "Agent". e

The Owner hereby appoints the Agent, and the Agent hereby
accepts appointment, on the terms. and conditions hereinafter
provided, as exclusive management agent of the development know as
Creekside Square Apartments, located at approximately 5900 North
Lafayette Road, in the City of Indianapolis, County of Marionm,

State of Indiana (the "Development") .
1. LOW INCOME HOUSING TAX CREDIT PROGRAM

~ The Agent understands that the Owner is operating under the
Low Income Housing Tax Credit Program ("LIHTC Program") . In
performing its duties under this Agreement, the Agent agrees to
comply in all material respects with all pertinent requirements of
Section 42 of the Internal Revenue Code of 1986, .as amended,
including but not limited to the-income and occupancy restrictions
regarding qualified low income tenants. In addition, the Agent
agrees to maintain and operate the Development in accordance with
the provisions of the Declaration of Extended Low Income Housing
Commitment from the Owner to-the Indiana Housing Finance Authority

~("IHFA") and applicable rules and regqulations issued by IHFA.

2. MANAGEMENT OF THE DEVELOPMENT

The Agent shall manage and maintain the Development in a
manner consistent with the standard of management utilized in
managing similar developments of comparable size in Marion County,
Indiana. The Agent shall make available to the Owner the full
benefit of its experience -and judgment in the operations of quality
real estate properties. : : '

3. MARKETING

The Agent will carry out or cause to be carried out by itself
or by a marketing company approved by -Owner, the marketing
activities reasonably necessary to maintain high occupancy so that

_the Development may be operated profitably, observing all
requirements of the LIHTC Program.




4. RESIDENT SELECTION, ORIENTATION ASSIGNMENT

a. All prospectlve residents shall be certified by the
Agent to meet the requirements of the LIETC Program and the general
leasing requirements of the Owner. The Agent will counsel all
prospective residents regarding rental requirements, rules and reg-

ulations ‘governing occupancy of the Development and services

" available to its residents. The Agent will conduct appropriate

investigations to assure that all prospective residents meet the
requirements of the LIHTC Program; provided however, that Agent
shall not be 1liable to Owner for any 1losses or 1liabilities
(including without limitation the loss of tax credits issued to the

Owner under the LIHTC Program) arising from or relating to any

misrepresentations of information by prospectlve or existing
residents of the Development.

-

b. The Agent will prepare all dwelling leases, and will

" execute the same in its name, identified therein as the agent for

the Owner. The terms of all residential leases will comply with
the pertinent provisions of the LIHTC Program, the tenancy laws of
the State of Indlana and standard real estate management practices.

c. The Agent will collect, deposit and disburse security |

deposits, if required, in accordance with the terms of each
tenant’s lease and the tenancy laws of the State of Indiana,
including the Indiana Security Deposits Statute, Section 32~7-5-1,

d. The Agent will negotiate any necessary commercial
leases and concessions agreements, and will execute the same in its
name, identified therein as the agent for the Owner, .subject to the
Owner’s prior approval of all material terms and conditions.

e. The Agent shall coordinate the plans of tenants for
mov1ng their personal property in and out of the‘Development, with
a view towards scheduling such movements so as to cause a minimum
of loss of income to the Owner and the Development.

f. The Agent shall maintain complete tenant files at the
Development site and provide authorized representatives of the
Owner with access to all tenant records. The Agent shall not
disclose any tenant file information to any other person or persons
without the Owner’s prior approval and proper legal authority.

5. ENFORCEMENT OF LEASES =

The Agent will be responsible for enforcing tenant compliance
with the terms and conditions of the tenant’s lease and/or any
written rules, requlation and/or notices as may be promulgated from
time to time.

;
{
r
|



In the event that legal action may be required to enforce any
of the terms and conditions of the-tenants’ leases and/or such
‘rules, regqulations and/or notices, the Agent shall prepare any
documentation necessary to resolve such legal action and forward

"all ways reasonably necessary to resolve any potentlal or actual
Qlegal actlons. .

‘6. COJLLECTION OF RENTS AND OTHER RECEIPTS

i The Agent will collect when due all rents, charges and other
= amounts receivable on the Owner’s account in connection with the
" management and operation of the Development. Such receipts (except
- for tenant’s security deposits which will be handled as specified
in Subsection 4(c) above, will be deposited in an account, separate
from all other accounts and funds, with a bank designated by the

"additional funds into the account from time to time as it deems
necessary or advisable. Such account shall be in name of Creekside

:"= Account"”. The Agent shall reserve in the Operating Account on a
. monthly basis the amount necessary to pay operating expenses of the
% Development (as set forth in the annual budget referred to in
%, Subsection 7(a) hereof) for the then-current month. The balance of
. moneys collected in the Operating Account,. if any, shall be
- deposited by the Agent, at the direction and on behalf of the
;. Owner, into an account in a bank designated by the Owner from time
* to time (the "Bank"). The transfer of funds by the Agent to the
- Bank shall be made at such intervals which the Owner may direct.

» The Owner hereby authorizes the Agent to request, demand,
“ collect and receive any and all rents or charges which may at any
tinme be or become due to the Owner. In the event of non-payment,
the Agent, upon request and on behalf of the Owner, shall prepare
a list of all delinquencies and forward the same to the Owner.

The Agent shall prepare. on a timely basis all requisitions and
vouchers for all rent or carrylng charges which may be due to the
Owner.

.7. TFINANCIAL

a. The Agent shall prepare for the Owner’s approval an
annual budget, including monthly projections of revenues and
. eXpenses. ‘ ' -

’ b. The Agent shall maintain a comprehensive system of
records, including but not limited to a general ledger, general
‘journal, cash receipt book, monthly rent roll, cash disbursements
book, security deposit reglster, bank recon0111atlons, payroll

. -3-

the same to the Owner. The Agent shall cooperate with the Owner in .

Owner whose deposits are fully insured by the Federal Deposit
Insurance Corporation. Owner shall have 'the right to deposit -

'Square Apartments, L.P. and is herein referred to as the "Operating .

books and records, contracts, invoices, tenant flles ‘and any other




e s, files or books required'to discharge the Agent’s duties

ording to generally accepted accounting principles.

c. The Agent shall prepare and submit to the Owner a
ﬁhxy-financial statement, balance sheet and, upon the written

qﬁéétyof the Owner, a rent roll.

d. The Agentv'shall maintain any ;inancial records
‘ uired for the filing of any necessary report to the Owner (or,
non ;request, its partners) or any applicable federal, state or

_upon .
~1ocal governmental agencles.

e e. The Agent shall prepare and file all forms, reports,
nd =returns required by law in connection with Unemployment
tnsurance, Worker’s Compensation Insurance, Disability Benefits,
Social Security, Payroll Taxes and other similar taxes now in
effect or hereinafter imposed. '

: £. The Agent, acting in its discretion using prudent
pusiness judgment, shall disburse on behalf of the Owner to the
appropriate parties, regularly and punctually, from the funds
collected and deposited in the Operating Account, any amount which
has:been incurred as an operating expense of the Development.

g. The Agent shall, acting in its discretion. using
"insurance required for the operation of the Development.

. GENERAL

Wy a. The Agent shallvhave an employee present at the
Development during business hours necessary to accommodate the
servicing of the needs of the tenants and the Owner. :
b. The Agent shall obtain fidelity bonds covering all of
;rents of the Development.

“ pursuant to the provisions of the Agreement shall be done as agent
:ﬁof the Owner. ‘ ‘

i d. Notwithstanding any provisions contained herein, the
. Owner shall hold the Agent harmless from legal and other costs if
the legal and other costs arise from the Agent’s proper performance
of its duties under the terms of this Agreement or the Owner’s
failure to respond to the Agent’s proper and timely requests and
recommendations. ‘

" any federal, state or local law prohibiting discrimination in

-4~

prudent business judgment, procure any services, supplies or .

'ﬁifs employees in an amount equal to the maximum monthly potential -

c. BAll actions, performance or undertaking by‘the Agent-

e. The Agent shall comply fully with the provisions of




wousing on the ba51s of race,, color,'religion, sex, handicap,
familial status or natlonal origin. '

éépllcants and residents certlfy and re—certlfy the total income of
“the household who shall reside in the unit in accordance w1th the
;regulatlons of the LIHTC Program.

- g. The Agent will maintain a management office within
. the Development. The Owner will charge no rental for the same nor
+ shall Agent be charged for heat, light or telephone for the
' premises occupied as the Agent’s management office.

h. The Owner shall be responsible for the overall
maintenance at the Development.

i. All fees due and payable to the Agent hereunder are
hereby expressly subordinated and made secondary and inferior to
(2a) all the liens, mortgages, encumbrances, security interests and
assignments created under, renewed and extended under or existing
under or by virtue of any mortgage encumbering the Development
executed by the Owner in favor of any permanent or construction
lender ("Lender") (the "Mortgage) and (b) all indebtedness
described in and secured by such Mortgage ("Indebtedness").

j. Notwithstanding the terms contained within Section 11
below, in the event of a material default by the Owner under any
document evidencing the Indebtedness, Lender .may elect, within
sixty (60) days after the declaration of such default by Lender, to
(i) terminate this Agreement, and upon such election, this
Agreement shall be considered terminated without claim by the Agent
against either the Owner, Lender or the Development, for any fees,
compensation, costs or expenses arising subsequent to the date of
such termination, or (ii) to continue this Agreement upon the same
terms and conditions contained herein. In the event Lender elects
to continue this Agreement, Lender shall retain the ability to
elect on a monthly basis, concurrently with each monthly payment to
the Agent, to termlnate this Agreement. ,

9. TENANT RELATIONS

The . Agent shall be responsible for establishing and
maintaining positive tenant management relations at’ the
Development.

10. COMPENSATION

The Agent shall be compensated for its services as follows:

a. The Agent-shall be compensated for its services under.

this Agreement at the rate of 5 percent (5%) of gross collected
income. .

-5~

f. The Agent shall enforce the requlrements that




b. The Agent’s compensation will be due and payable on
e first day of each month. ' : : :

TERM OF AGREEMENT

3« The initial term of this Agreement shall be in effect for a
. period oflfive years beginning on the 1st day of July, 1994.

;ﬁ; ‘ a. | This Agreement may be terminated by the Owner oI
" Agent with cause on ninety (90) days written notice to the other
- party- | |

b. In the event that a petition in bankruptcy is filed

assignment for the benefit of creditors or takes advantage of any
»'insolvency-act, the Owner shall have the right to terminate this
;Agreement-immediately, - ’ '

e c. Upon‘terminatidn, the Agent will submit to the Owner
“any financial statements required by the Owner. After the Agent
--‘has accounted to the Owner with respect to all matters outstanding
“at the date of termination, the Owner will furnish the Agent
“gecurity in the form and principal amount satisfactory to the Agent
.against any obligations or liabilities which the Agent may properly
* have incurred on behalf of the Owner hereunder.

d. Upon the expiration of the initial five year term of
“this Agreement, and upon the expiration of any extension period
'“7 thereto, if any, the term of this Agreement-shall automatically be
' renewed, upon the same = terms and conditions contained herein
(except for the amount of compensation due hereunder which may be

++ renegotiated upon the expiration of the initial term or any
" extension term) for an additional five year period unless the Owner

days prior to the expiration of the initial term or the then-
current extension term if any.

‘e. Notwithstanding the foregoing, in the event the
general partner of the Owner shall be removed in accordance with
the terms of the Restated Agreement of Limited Partnership of
Owner, then the successor general partner (or, if applicable, the
" limited partner) of Owner may terminate this Agreement within ten
(10) days following written .notice to the Agent.

by or against the Agent, or in the event that the Agent makes an .

shall notify the Agent in writing of termination within ninety (90)



12. NOTICES

o Any notice to the parties to this Agreement shall be
- conclusively deemed to have been received and to be effective on
he date on which it is delivered at the address listed below or,
f sent by certified mail, postage prepaid, on the third business
iday after the day on which it is mailed, addressed to the party at
“the address listed below:

The Owner: Creekside Square Apartments, L.P.
c/o Davis Properties, L.P.
- 3755 East 82nd Street
Suite 120
Indianapolis, Indiana 46240
Attention: Michael B. Davis

The Agent: Davis Properties, L.P.
' ‘ 3755 East 82nd Street
~ Suite 120 .
_ ~ Indianapolis, Indiana 46240
e Attention: J. Michael McClure

" The addresses set forth above may be changed pursﬁant to notice to
the other party given in accordance with this section. .

13. APPLICABLE ILAW

rAit This Agreement shall be construed in accordance with and
-~ -+ governed by the laws of the State of Indiana.

14. SEVERABILITY

In the event any provision of this Agreement shall be held
invalid or unforceable by any court of competent jurisdiction, such
"holding shall not invalidate or render any other provisions hereof
unenforceable. :

Jl
Hil



IN WITNESS WHEREOF, the parties hereto have executed thls Agreement
the day and year flrst above written. .

OWNER

CREEKSIDE SQUARE APARTMENTS, L.P.,
an Indiana limited partnership

By: Davis Properties, Inc.,
an Indiana corporation
in its capacity as general
partner of Owner

ﬁy :;ﬂiéf,é% G%JQLQHAJ

Michael B. Davms
‘President

AGENT

DAVIS PROPERTIES, L.P.,
an Indiana limited partnership

By: Davis Properties, Inc.,
an Indiana corporation,

in its capacity as general
parﬁiiéi;;;%%i;?fé;g%%ffffj
~ By: = g

C. Richard Davis
Vice President

Il

i
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AMENDMENT TO THE

MANAGEMENT AGREEMENT OF

CREEKSIDE SQUARE APARTMENTS

THIS AMENDMENT, dated this 20th day of February 1996 between Creekside Square
Apartments, L.P., an Indiana limited partnership (the “Owner”) and Davis Homes, LLC, an Indiana
limited liability company, the successor in interest of Davis Properties, L.P., previously an Indiana limited
partnership (the “Agent”) is hereby made a part of that certain Management Agreement which was -
entered into as of the 30th day of June, 1994 between the Owner and Agent.

It is hereby mutually agreed to amend Article 10 by adding subsection c. thereto as follows, and
~ to consider this amendment in full force and effect as of the date that the Management Agreement was
originally executed. _

¢. In addition to any other compensation payable to Agent, Agent will be paid a
monthly fee of $1.75 per unit per month, on the last day of each month, for the express
purpose of accounting costs, and such fee shall be considered a pro;ect expense to be
paid from the Operating Account.

IN WITNESS WHEREOF, the parties hereto have executed this Amendment on the day and year :
first above written. : |
OWNER: CREEKSIDE SQUARE APARTMENTS, L.P. L S A
By: Davis Homes, LLC, its general partner
By: Davis Holding Corporation, in its capacity
‘as managmg member ﬂ ¥
By: a__ /- i

Michael B. Davis, Vice President

AGENT: DAVIS HOMES LLC

By: = Davis Holdmg Corporanon, its managing member

q ice President ‘ , : : i
[

o

i

‘ BradleyC Da




Exhibit 6.10

Creekside Square Apartments II, L.P.
Management Agreement



ST, U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPME&.V’I’

§ 40% . ) INDIANA STATE OFFICE
Sy m w2 ) 151 NORTH DELAWARE STREET
) W% e INDIANAPOLIS, INDIANA 46204-2526
) 2 & . (317) 226- 6303
T o .(317) 226-7308 - FAX
Office of Multifamily Housing : www.hud.gov

Februafy 9, 2001

Ms. Jane Hendrickson

" Manager of Properties & Development
Davis Homes, LLC

3755 East 82™ Street, Suite 120
Indianapolis, Indiana 46240

Dear Ms. Hendrickson:

SUBJECT: Management Certification’ .
Creekside Square Apartments, Phase II
Indianapolis, Indiana )
Project Number: 073-35524

An executed copy of your Management Certification Form (HUD-.

9839-B) 1is enclosed. The management fee of 5% has been approved
effective January 1, 1998. No special fees have been approved as
none were listed in paragraph 4 of attachment 1.

Should you have any questions regarding this matter, you may
contact me by phone at (317) 226-6303 ext. 6493 or by e-mail at
enny Hatcher

Jeanette M. Hatcher@hud.gov.
Project Manager

Indiana Multifamily Program Center

Sincerely,
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 and infermation required b monitor e projacr's campliance with HUD's fair
.- Nousing and atfirmative markatng requirements (including HUD Farm 543, it
. 3pplicaple), . .
L Not disciminate sgainst any employee, agplicant far employment o
= Aackr because of race, color, handicap, raligien, 397 at national ongin,

" %;m?“'“ minarities, weman ana sacially and acanomically disadvantaged
ual eppartunily ta pariicipata in tha prajects procurament and eons
. Vealng actvitias, ¥ (@ passelp

N i he Brject recaivas any form of cirect Faderal inancal assistance,

::mp by with Saction 3of e Mousing and Urban Dovalopment At at 1368 and
! ’mp»'.eme’“"B ragulations. L. e Agent, undersmnd that tis law and the
: :ﬁ_wlawns faquir the prajact 1o maxe reining, employment and cangasting
; pouniYes avaiiable, to me greaiest extontleasibia, talower-income praject
;'\“m‘_‘}fyd small businassas.

‘b, Intasvantof a defaul under the Martgaga, Nat ar Regulatory Agree-

A
P.833795
| (“ J maL Y RVE [gal Wi §HYg e nD MUY 5 aRaneon ar “iaanbly-ci
interest and that te $tatement(s) checked and Inlarmaticn entered below are
wub. (Check box & erbexes b and / of ¢.)

DCYRAE TR

.o @Na ldendty-af-inmrest exists among the Ownar, the Ageal and any
Individwals or Gompanies that reguarly do business with  tha preject,

b R Only individuals and comparies lisvac In Secton 11a of e Man-
Egement Entity Proflla hava an I8entity-al-intarast i ma Agent

¢. ["]Only the Individuals and companies listed belew have s idendy e
migrastwith e Ownar, (Show tha name of tie indivicual or campany: listthe

sorvicas mn&sraﬁ;and describg te natite of the identiyy-of-mterestrefaden-
ship. Amach additonal sheats, |t feceagsary.)

134, ho Agant, certly & agree: | ,,[ 5! / QL
3. Tatthe Managemant Entity Profila, darad -
BN Surrant as of he gars of his Cortficadon,

b, TP. su§m!r an upda{ed prele whanever there is g gignificant change nhe
erganaten er operakans of hg Management Eady.

14.The items chacked below are aeached;
(O Awachment 1Caleulatan of Ext. Yields from Propased Mgt Fees”
[} New Managament Entity Pralile
Upaatad Managemant Enix'ty Protila
(] Qe (Specity)

r

is accurate

warnings:

There @e fines 8nd Impriscnment-—$10,000/Fyears—tor anyans who makes
false, fictitous, or kpuculant staemants or enties in any maner within he

- jurisdiction of the Faderal Govemmant (18 U.5.C 1001).

Thare @ fings and imprisorment—&§250,000/Sy ears—for gnyona wha misuses
tents & proceeds in vislatlon of HUD ragutations relaive to his project This
applies when the motgage nofe is I datauk or when e praject is In a nensurplus
‘cash pesitan {12 U.8.C 17152-9),

HUD may scek & ‘doutie damages” givil romedy for the usa of assats of income
invialgsen of amy Requlatory Agreement or any applicadle HUD raguladens {12
US.C 17152-43), )

HUD may seek additonal civil maney ponaltas t bo paid by tha mongager
thraugh persanal funds for . .

(1) Viclagion of an agreament with HUO 1 1o use nenpraject funds lof cerin
spacified puposes s acanditon ofreceiving ranstars of physical assats, flexible
subsidy faan, capil improvemant loan, medifeadan of mangage termg or
workout! The penalies could be as much as e HUD Secrotarys lass &
fordclosurs sale ar sale ahet feraclasure,

{2) Coruin gpecific viclagons of the Regulatory Agreement, the penalties cauld
ba as much as $23.000 per occurranca (12 U.S.C 17351-18).

By Project Owner: Name, dus, signawre, data: .

Rl C ngrea, ks

nagement Ag‘mi:)%rn& U0, signature, sate;

o
BAS editans aro cbsolete

Gama ? el d

o RUD:9BI6-B {03/29/96)
cal, Handboak £381.5 & &4571.8

a '_DWQ,/,Q/%/U)
T
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MANAGEMENT AGREEMENT

Meu
L%Fi; Management Agreement (“"Agreement"), dated as of this
o 71, 1992 between Hanna Village Apartments, L.P., an
1imited partnership, hereinafter referred to as the
owner", and Davis Properties, L.P., an Indiana limited
artnership, hereinafter referred to as the "Agent".

=Bl U The Owner hereby appoints the Agent, and the Agent hereby
;%Eﬁg'céepts appointment, on the terms and conditions hereinafter
; provided, as exclusive management agent of the development known as
K ganna Village Apartments, Jocated at approximately 309 East Hanna
Avenue, in the City of Indianapolis, County of Marion, State of

-Indiana (the vDevelopment”).

I,OW INCOME HOUSING TAX CREDIT PROGRAM

o The Agent understands that the Owner is operating under
- the Low Income Housing Tax Credit Program ("LITC Program"). In
performing its duties under this Agreement, the Agent agrees to
- comply in all material respects with all pertinent requirements of
Section 42 of the Internal Revenue Code of 1986, as amended,
including but not 1imited to the income and occupancy restrictions
fegarding qualified low income tenants. In addition, the Agent
agrees to maintain and operate the Development in accordance with
" the provisions of the Declaration of Extended Low Income Housing
 Commitment from the Owner to the Indiana Housing Finance Authority
("IHFA") and applicable rules and regulations issued by IHFA.

'y MANAGEMENT OF THE DEVELOPMENT

' The Agent shall manage and maintain the Development in a
“manner consistent with the standard of management utilized in
¢ managing similar developments of comparable size in Marion County,
", Indiana. The Agent shall make available to the Owner the full

~ benefit of its experience and judgment in the operations of quality

.ﬂ real estate properties.
3. MARKETING
The Agent will carry out or cause to be carried out by

+i activities reasonably necessary to maintain high occupancy so that
. the Development may be operated profitably observing all

requirements of the LITC Program. v

sl

i,
P

i
ek

[

. itself or by a marketing company approved by Owner the marketing .




RESIDENT SELECTICN, ORIENTATION AND ASSIGNMENT

a. All prospective residents shall be certified by the
gent to meet the requirements of the LITC Program. The Agent will
counsel all prospective residents regarding rental requirements and
rules and regulations governing occupancy of the Development and
services available to its residents. The Agent will conduct
appropriate investigations to assure that all prospective residents
eet the requirements of the LITC Program; provided however that
Agent shall not be liable to Owner for any losses OI liabilities
(including without l1imitation the loss of tax credits issued to the
Owner under the LITC Program) arising from or relating to any
' misrepresentations of ‘information by prospective or existing

residents of the Development.

N b. The Agent will prepare all dwelling leases, and will
. ‘execute the same in its name, identified therein as the agent for

‘the Owner. The terms of all residential leases will comply with
‘the pertinent provisions of the LITC Program, the tenancy laws of
the State of Indiana and standard real estate management practices.

: c. The Agent will collect, deposit and disburse
“security deposits, if required, in accordance with the terms of
i‘each tenant’s lease and the tenancy laws of the State of Indiana,
% including the Indiana Security Deposits Statute, Section 32-7-5-1,

et seq.

- _ d. The Agent will negotiate any necessary commercial

% leases and concessions agreements, and will execute the same in its

© 7 name, identified therein as the agent for the Owner, subject to the
% Owner’s prior approval of all material terms and conditions.

e. The Agent shall coordinate the plans of tenants for
moving their personal property in and out of the Development, with
a view towards scheduling such movements so as to cause a minimum
of loss of income to the Owner and the Development.

»
=
&
£
e
e
1y

£. The Agent shall maintain complete-fenant files at
the Development site and provide authorized representatives of the

without the Owner’s prior approval and proper legal authority.

5. ENFORCEMENT OF LEASES

promulgated from time to time.

Owner with access to all tenant records. The Agent shall not
disclose any tenant file information to any other person oI persons

;1  & The Agent will be responsible for enforcing tenant
b4 compliance with the terms and conditions of the tenant’s lease
1o and/or any written rules, requlation and/or notices as may be




, In the event that legal action may be required to enforce
any of the terms and conditions of the tenants’ leases and/or such
wles, regulations and/or notices, the Agent shall prepare any
zqocumentation necessary to resolve such legal action and forward
“the same to the Owner. The Agent shall cooperate with the Owner in
11 ways reasonably necessary to resolve any potential or actual
egal actions.

COLﬂECTION OF RENTS AND OTHER RECEIPTS

T : The Agent will collect when due all rents, charges and
“sther amounts receivable on the Owner’s account in connection with
- the management and operation of the Development. - Such receipts

.(except for tenant’s security deposits which will be handled as
~specified in Subsection 4(c) above) will be deposited in an
. ~account, separate from all other accounts and funds, with a bank
.. -designated by the Owner whose deposits are fully insured by the
. Federal Deposit Insurance Corporation. Owner shall have the right
" “to deposit additional funds into the account from time to time as
.;- it deems necessary Or advisable. Such account shall be in name of
. “Hanna Village Apartments, L.D. and is herein referred to as -the
~“woperating Account.” The Agent shall reserve in the Operating

“Account on a monthly basis the amount necessary to pay operating
+ expenses of the Development (as set forth in the annual budget
* referred to in Subsection 7(a) hereof) for the then-current month.
%]+ The balance of moneys collected in the Operating Account, if any,
#} ... shall be deposited by the Agent, at the direction and on behalf of
2}~ the Owner, into an account in a bank designated by the Owner from
&4 ° time to time (the "Bank"). The transfer of funds by the Agent to
4f. . the Bank shall be made at such intervals which the Owner may
.~ direct.

The Owner hereby authorizes the Agent to request, demand,
collect and receive any and all rents or charges which may at any
: time be or become due to the Owner. In the event of non-payment,
" the Agent, upon request and on behalf of the Owner, shall prepare
a list of all delinquencies and forward the same to the Owner.

The Agent shall prepare on 4a timely basis all
requisitions and vouchers for all rent or carrying charges which
may be due to the Owner. N '

7. FINANCIAL

a. The Agent shall prepare for the Owner’s. approval an
.annual budget, including monthly projections of revenues and
expenses.

- b. The Agent shall maintain a comprehensive system of
records, including but not limited to a general ledger, general
journal, cash receipt book, monthly rent roll, cash disbursements
book, security deposit register, bank reconciliations, payroll
books and records, contracts, invoices, tenant files and any other
records, files or books required to discharge the Agent’s duties

according to generally accepted accounting principles.




c. The Agent shall prepare and submit to the Owner a
onthly financial statement, balance sheet and, upon the written
equest of the Owner, a rent roll. ‘ '

) d. The Agent shall maintain any financial records
required for the filing of any necessary reports to the Owner (or,
upon request, its partners) or any applicable federal, state or
‘local governmental agencies. ' '

e. The Agent shall prepare and file al{ forms, reports,
‘and returns required by law in connection with Unemployment
Insurance, Worker’s Compensation Insurance, Disability Benefits,
Social Security, Payroll Taxes and other similar taxes now in
effect or hereinafter imposed. |

' £. The Agent, acting in its discretion using prudent
‘business judgment, shall disburse on behalf -of the Owner to the
..appropriate parties, reqularly and punctually, from the funds
~collected and deposited in the Operating Account, any amount which

- has been incurred as an operating expense of the Development.

: g. The Agent shall, acting in its discretion using
- prudent business judgment, procure any services, supplies or
© insurances required for the operation of the Development.

8. GENERAL

a. The Agent shall have an employee present at the
. Development during business hours necessary to accommodate the
. - servicing of the needs of the tenants and the Owner.

: b. The Agent shall obtainvfidelity bonds covering all
¥+ of its employees in an amount equal to the maximum monthly
"¢ potential rents of the Development. ‘ :

5 R sy

c. All actions, performance or undertaking by the Agent
pursuant to the provisions of this Agreement shall be done as agent
of the Owner. - -

d. Notwithstanding any provisions contained herein, the
Owner shall hold the Agent harmless from legal and other costs if
the legal and other costs arise from the Agent’s proper performance
of its duties under the terms of this Agreement or the Owner‘’s
failure to respond to the Agent’s proper and timely requests and
recommendations. : :

e. The Agent shall comply fully with the provisions of
any federal, state or local law prohibiting discrimination in
housing on the basis of race, color, creed, sex or national origin.

f. The Agent shall enforce the requirements that
applicants and residents certify and re-certify the total income of
the family in accordance with the regulations for the LITC Program.




g. The Agent will maintain a management office within
== o Development. The Owner will charge no rental for the same nor
shall Agent be charged for heat, light or telephone for the
?remises occupied as the Adent’s management office. _

h. The Owner shall be responsible for the overall
intenance at the Development. ' o

i. All fees due and payable to the Agent hereunder are
hereby expressly subordinated and made secondary and inferior to
= Ha) all the liens, mortgages, encumbrances, security interests and
~gjassignments.created under, renewed and extended under or existing
~under or by virtue of any mortgage encumbering the Development
sxecuted by the Owner in favor of any permanent Or construction
‘lender ("Lender") (the "Mortgage") and (b) all indebtedness

~described in and secured by such Mortgage ("Indebtedness") .

o j. Notwithstanding the terms contained within Section
%411 below, {n the event of a material default by the Owner under any
£} . document evidencing the Indebtedness, Lender may elect, within
“#} - sixty (60) days after the declaration of such default by Lender, to
?%‘7*$(i) terminate this Agreement, and upon such election, this
2} 7 Agreement shall be considered terminated without claim by the Agent
§.}§fagainst either the Owner, Lender or the Development, for any fees,
b compensation, costs or expenses arising subsequent to the date of
~ such termination, or (ii) to continue this Agreement upon the same
" terms and conditions contained herein. In the event Lender elects
to continue this Agreement, Lender shall retain the ability to
elect on a monthly basis, concurrently with each monthly payment to
the Agent, to terminate this Agreement. '

9. TENANT RELATIONS

The Agent shall be responsible for establishing and
| maintaining. positive tenant management relations at the
i Development. ‘ :

10. COMPENSATION

The Agent shall be compensated for its services as

follows: :
a. The Agent shall be compensated for its services

under this Agreement at the rate of 5 percent (5%) of gross
collected income.

b. The Agent’s compensation will be due and payable on
the first day of each month.

11. TERM OF AGREEMENT

_ The initial term of this«Agreemenﬁ shall be in effect for
a period of five years beginning on the 30th day of April, 1992
subject to the following conditions:




AN a. This Agreement may be terminated by the Owner or
" ggent with cause on ninety (90) days written notice to the other
“party. . .

:sig E b. In the event that a petition in bankruptcy is filed
- by or against the Agent, or in the event that the Agent makes an
=2 assignment for the benefit of creditors or takes advantage of any
““insolvency act/, the Owner shall have the right to terminate this
.Agreement immediately. '

: C. Upon termination, the Agent will submit to the Owner
-any financial statements required by the Owner. After the Agent
has accounted to the Owner with respect to all matters outstanding
‘at the date of termination, the Owner will furnish the Agent

{”;;security in the form and principal amount satisfactory to the Agent
*:against any obligations or liabilities which the Agent may properly
:have incurred on behalf of the Owner hereunder.

: d. Upon the expiration of the initial five year term of
. this Agreement, and upon the expiration of any extension period
“thereto, if any, the term of this Agreement shall automatically be
- renewed, upon the same terms and conditions contained herein
: : (except for the amount of compensation due hereunder which may be
.}~ renegotiated upon the expiration of -the initial term or any
“}° ! extension term) for an additional five year period unless the Owner
" shall notify the Agent in writing of termination within ninety (90)
" days prior to the expiration of the initial term or the then-
i current extension term if any.

12. NOTICES

conclusively deemed to have been received and to be effective on
the date on which it is delivered at the address listed below or,
if sent by certified mail, postage prepaid, on the third business
-|. © day after the day on which it is mailed, addressed to the party at
“ .. the address listed below: :

The Owner: Hanna Village Apartments, L.P.
c/o Davis Properties, L.P.
8200 Haverstick Road
Suite 250
Indianapolis, IN 46240
Attention: Michael B. Davis

g 3 The Agent: - Davis Properties, L.P.
| S ' ‘ 8200 Haverstick Road

. . Suite 250
' Indianapolis, IN 46240

v » Attention: J. Michael McClure

Any notice to the parties to this Agreement shall be




APPLICABLE LAW : -

———— ~ This Agreement shall be construed in accordance with and
— g verned by the laws. of the State of Indiana.

" SEVERABILITY

In the event any provision of this Agreement shall be
eld invalid or unforceable by any court of competent jurlsdlctlon,

ereof unenforceable.

i e ) |

M
=F -

iich holding shall not invalidate or render any other provisions -




the day and year flrst above wrltten.

MGMTAG.S5

‘OWNER

IN:-WITNESS WHEREOF, the parties hereto have executed this Agreement

HANNA VILLAGE APARTMENTS, L.P.,
an Indiana limited partnership

By:‘

" AGENT

Dav15 Properties, Inc.,
an Indiana corporation

- in its capacity as general

partner of Owner

oy MeLa )bl D

Michael B. Davis
President

Davis Properties, L.P.,
an Indiana limited partnership

By:

Davis Properties, Inc.,
an Indiana corporation,
in its capacity

C. Richard Davis
Vice President




Exhibit 6.12

Harrison Park Apartments
Management Agreement



MANAGEMENT AGREEMENT

This Management Agreement (the “Agreement”), dated as. of
ehis 1 J#h day of _May , 2000 between Fort Harrison
qousing, L.P., an Indiana limited partnership, hereinafter
“feferred to as the “Owner”, and Davis Homes, LLC, an Indiana
Timited liability company, . hereinafter referred to as the
‘Agent”. )

The Owner hereby appoints the Agent and the Agent hereby
‘iccepts appointment, on the terms and conditions . hereinafter
iprovided, as exclusive management agent of the development known
.'as Harrison Place, located at approximately the 5800 block of Lee-
"Road, in the City of Indianapolis, County of Marion,  State of
“Indiana (the "“Development”). ' '

Management of the Development.

The Agent understands the Development is being financed
under the 221(d)(4) Mortgage Insurance Program as administered by
'the United States Department of Housing and Urban Development.
In performing its duties under this Agreement, the Agent agrees
to comply in all material respects with all pertinent
requirements of the 221(d) (4) program.

[HUD Program]

The Agent shall manage and maintain the Development in a
manner consistent with the standard of management utilized in
managing similar developments of comparable size in Marion
County, Indiana. The Agent shall make available to the Owner the

quality real estate properties.

2. Marketing.

S The Agent will carry out or cause to De ~carried out by
. * itself or by a marketing company approved by Owner, the marketing
activities reasonably necessary to maintain high occupancy so
that the Development may operate profitably, observing all
requirements of the 221(d) (4) Program. o

: 3. Resident Selection, Orientation and Assignment.

4 a. All prospective residents shall be certified by
R ) the Agent to meet the requirements of the general leasing
e requirements of the "Owner. The Agent will counsel all

prospective residents regarding rental reguirements, rules and
regulations governing occupancy of the Development and services
available ‘to the residents. The Agent will conduct appropriate
investigations to assure that all prospective residents meet the
requirements’ provided however, that Agent shall not be liable to
Owner for any losses or liabilities arising from or relating to

full benefit of its experience and judgment in the operations of .




any mlsrepresentatlons of information by prospective or EXLStlng
residents of the Development

b. The Agent will prepare all dwelling leases, and’

will execute the same in its name, identified therein as the
agent for the Owner. The terms of all residential leases will
comply with the tenancy laws of the State of Indiana and standard
real estate management practices.

/- c. The Agent will collect, deposit and disburse
security deposits, 1if regquired, in accordance with the terms of
each tenant’s lease and the tenancy laws of the State of Indiana,
including the Indiana Security Deposits ‘Statute, Section 32-7-5-
1. . . :

All funds collected as security deposits shall not
exceed one (1) months rent and shall be kept separate and apart
from all other funds of the Development in a trust account, the
amount of which shall at all times equal or exceed the aggregate
of all outstanding obligations under said account. [HUD Program]

-d. The Agent wlll negotiate any necessary commerCLal
leases and concessions agreements, and will execute the same in
its name, identified therein as the agent for Owner, subject to
the Owner’s prior approval of all material terms and conditions.

e. The Agent shall coordinate the plans of tenants
for moving their personal property in and out of the Development,
with a view towards scheduling such movements so as to cause a
minimum of locss of income to the Owner and the Development.

f. The Agent shall maintain complete tenant files at
the Development site and provide authorized representatives of
the Owner with access to all tenant records. The Agent shall not
disclose any tenant file information to any other person or
persons without the Owner’s prior approval and proper legal
authority.

4, Enforcement of Leases.

The Agent will be responsible for enforcing tenant
compliance with the terms and conditions of the tenant’s lease
and/or any written rules, regulatlons and/or notices as may be
promulgated from time to time.

In the event that legal action may be required to enforce
any of the terms and conditicns of the tenant’s leases and/or
such rules, regulations and/or notices, the Agent shall prepare
any documentation necessary to resolve such legal action and
forward the same to the Owner. The Agent shall cooperate with
the Owner in all ways reasonably necessary to resolve any
potential or actual legal actions. )




5. Collection of Rents and Other Receipts.

‘The Agent will collect when-due all rents, charges and other
amounts receivable on the Owner’s account in connection with the
management and operation of, the Development.’ Such receipts
(except for tenant’s security deposits which will be handled. as
specified in Subsection 3(c) above), will be deposited in an
account, separate from all other accounts and funds, with a bank
designated by the Owner whose deposits are fully insured by the
Federal Deposit Insurance Corporation. Owner shall have -the
right to deposit additional funds into the account from time to
time as it deems necessary or advisable. Such account shall be
in the name of Fort Harrison Housing, L.P. and is herein referred
to as the “Operating Account”. The Agent shall reserve in the
Operating Account on a monthly basis the amount necessary to pay
operating expenses of the Development (as set forth in the annual
budget referred to in Subsection 6(a) herecof) for "the then
current month. The balance of the moneys collected in the
Operating Account, if any shall be deposited by the Agent, at the .
direction and on behalf of the Owner, intc an account. in a bank
designated by the Owner from time to time (the “Bank”). The
transfer of funds by the Agent to the Bank shall be made at such
intervals which the Owner may direct.

The Owner hereby authorizes the Agent to regquest, demand,
collect and receive any and all rents or charges which may at any
time be or become due to the Owner. In the event of non-payment,
the Agent, upon request and on behalf of the Owner, shall prepare
a list of all delinquencies and forward the same toc the Owner.

The Agent shall prepare on a timely basis all requisitions
and vouchers for all rent or carry charges which may be due to
the Owner.

6. ‘Financial.

a. The Agent shall prepare for the Owner’s approval
an annual budget, including monthly projections of revenues and
expenses.

b. 'The Agent shall maintain a comprehensive system of
records, including but not limited to a general ledger, general
journal, cash receipt book, monthly rent roll, cash disbursements
book, security deposit register, bank reconciliations, payroll
books and records, contracts, invoices, tenant files and any
other records, files or books required to discharge the Agent’s
duties according to general acceptable accounting principles.

c. The Agent shall prepare and submit to the Owner a
monthly financial statement, balance sheet and upon written
request of the Owner, a rent roll.




d. The Agent shall maintain any financial records
required for the filing of any necessary report to the Owner (or
upon request, its partners) or any applicable federal, state or
local government agencies. '

e. The Agent shall prepare and file all forms,
reports, and returns required by law in connection with
Unemployment Insurance, Worker’s Compensation Insurance,

Disability Benefits, Social Security, Payroll Taxes and other
similar taxes now in effect or hereinafter imposed.

~f. The Agent, acting in its discretion using prudent
business judgment, shall disburse on behalf of the Owner to the
appropriate parties, regularly and punctually, from the funds

collected and deposited in the Operating Account, any amount

which has been incurred as an operating expense of the
Development. ' '

g. The Agent shall, acting in its discretion using
prudent business judgment, procure any services, supplies or
insurance required for the operation of the Develcpment.

7. General.

a. The Agent shall have an employee present at the
Development during business hours necessary to accommodate the
servicing of the needs of the residents and Owner. '

b. The Agent shall obtain fidelity bonds covering all

of its employees in an amount equal to the maximum monthly

potential rents of the Development

c. All actions, performance or undertaking by the

Agent pursuant to the prov1510ns of the Agreement shall be done
as agent of the Owner.

d. . Notwithstanding any provision contained herein,

the Owner shall hold the Agent harmless from legal and other

- costs 1if the legal and other costs arise from the Agent’s proper

performance of its duties under the terms of this Agreement or

the Owner’s failure to respond to the Agent’s proper and timely
requests and recommendations.

e. The Agent shall comply fully with the provisions
of any federal, state or local law prohibiting discrimination in
housing based on the race, color, religion, sex, handicap,
familial status or natlonal origin.

f. The Agent will maintain a management office within
the development. The Owner will charge no rent for the same nor
shall the Agent be charged for heat, light or telephone for the
premises occupied as the Agent’s management office.




: g. The Owner shall be responsible for the overall
maintenance at the Development.

h. A1l fees due and payable to the Agent hereunder
are hereby expressly subordinated and made secondary and inferior
to (a) all liens, mortgages, encumbrances, security interests-and

assignments created under, renewed and extended under or existing

under or by virtue of any mortgage encumbering the Development
executed by the Owner in favor of any permanent or construction
lender (“Lender1 {the “Mortgage”) and (b) all indebtedness
described in and secured by such Mortgage (“Indebtedness”). [HUD
Program] ‘

‘ i. Notwithstanding the terms contained within Section
10 below, in the event of a material default by the Owner under
any document evidencing the Indebtedness, this Agreement shall be
subject to termination without penalty upon written request of
the Secretary of the United States Department of Housing and
Urban Development (“Secretary”).

Upon such request, Owner shall immediately arrange the
termination of this Agreement within a period of not more than
.thirty (30) days and shall make arrangements satisfactory to the
Secretary for continuing proper management of the Development.

Further, 1if such regquest is made, this Agreement shall be
considered terminated without claim by the Agent against either
the Owner, - Secretary or the Development, for any fees,
compensation, costs or expenses arising subsequent to the date of
"such termination. In the event Secretary elects to continue the
Agreement, Secretary shall retain the ability to elect on a

monthly basis, concurrently with each monthly payment to Agent,

to terminate this Agreement. [HUD Program]

8. Tenant Relations.

The Agent shall be responsible for establishing and
maintaining positive .tenant relations at the Development.

9. Compensation.

The Agent shall be compensated for its services as follows:

a. The Agent shall be compensated for its services
under this Agreement at a rate of three percent (3%) of gross
collected income.

b. bThe Agents compensation will be due and payable on
the first day of each month.




10, Term of Agreement.

The initial term of this Agreement shall be in effect for a
period of £five (5) years beginning on the day of
, 2000. .

a. Thls Agreement may be terminated by the Owner or

Agent with cause on ninety (90) days written notice to the other -

party. - ) |

- b. In the event that a petition in bankruptcy ig
filed by or against the BAgent, or in the event that the Agent
makes an assignment for the benefit of creditors or takes
advantage of any insolvency act, the Owner shall have the right
to terminate this Agreement immediately.

c. Upon termination, the Agent will submit to the
Owner any financial statements required by the Owner. After the
Agent has accounted to the Owner with respect tec all matters
outstanding at the date of termination, the Owner will furnish
the Agent security in the form and principal amount satisfactory
to the Agent against any obligations or liabilities which the
Agent may properly have incurred on behalf of the Owner

hereunder.

d. Upon the expiration of the initial five (5} year
term of this Agreement, and upon the expiration of any extension
period thereto, if any, the term of this Agreement shall
automatically be renewed, upon. the  same terms and conditions
contained herein (except for the amount, of compensation due
hereunder which may be renegotiated upon the expiration of the
initial term or any extension term [so long as the compensation
agreed upon does not exceed the compensation allowed under the
221 (d) (4) HUD .Program]) for an additional five (9) year period
unless the Owner shall notify <the Agent in writing of the
termination within ninety (90) days prior to the expiration of
the initial term or the then-current extension term if any.

e. Notwithstanding the foregoing, in the event the
general partner of the Owner shall be removed in accordance with
the terms of the Restated Agreement of Limited Partnership of the
Owner, then the successor general partner (or, if applicable, the
limited partrner) of Owner may terminate this Agreement within ten
(10) days following written notice to Agent.

11. Notices.

Any notice to the parties of this Agreement shall be
conclusively deemed to have been received and to be effective on
the date on which it is delivered at the address listed below or,
if sent by certified mail, postage prepaid, on the third business
day after the date on which it was mailed, addressed to the party
at the address listed below:




The Owner: Fort Harrison Housing, L.P. .
: - 3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240
Attention: Bradley C. Davis

The Agenﬁ: Davis Homes, LLC :
3755 East 82nd Street, Suite 120
Indianapolis, Indiana 46240
Attention: Jane Hendrickson

The addresses set_forth‘above may be changed pursuant to notice
to the other party given in accordance with this Section.

12, Applicéble Law. -

This Agreement shall be construed in accordance with and
governed by the laws of the State of Indiana.

13. Severability.

In the event any provision of this Agreement shall be held
invalid or unenforceable by any court of competent jurisdiction,
such holding shall net invalidate or render any other provisions
herecf unenforceable. '

IN WITNESS WHEREOF, the parties heretc have executed this
Agreement the day and year first above written.

Owner: ' FORT HARRISON HOUSING, L.P.,
an Indiana limited partnership

By: T HARRISON EQUSING, INC. an Indiana
corppration, izif? naral partner '
Bradley C vis, President
Agent: © DAVIS HOMES, C, an Indiana limited

liability company

By: HOLDING CO TION, its
managing membe
By: é}%’

Bradley C.|Davis, Vice President

!
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|
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Exhibit 6.13

Walnut Manor Apartments
Management Agreement



rroject Uwners & Management Agent's Certification U.S. Departmant of Kou~'ng

for-Multifamily Housing Projects for Identity 'nterest and Urban Devolopmer
or Independent Management Agents "~ Office of Housing

Federal Heusing Commissioner  OMB Aspraval N, 2502:0305 (exp. 1072%/87)
R L o= Y o R e P et

mmﬂnwﬂmunlmmmmmm
dourees, gahenng ang malnimining We data nesded, and compelng ang reviewing the coflection of lnfarnaten. Send comments regarding this burd : el

of this catecfon of informuden, ineluditg suggsslons fer redueing (hs burdan, 6 Mo Ropens  Management Oficar.
Sysiams, US, Depanmant of Heusing snd Urban Covelopment, Washingisn, ©C. 20410-3800 Bng 1o me Ofics of

en caimare of any ether sapoct
Ofica of Intarmaten Podelas ana

(28020208), Washingtan, 0.C. 20503. ‘D8 nat send this complatad fom 1o eimer of he abave dddressd's,

Managemeni snd Budge, Papenwerk Reducion Project

Prejsct Name:
‘ Walnut Manor Apaniments

FHA project no.
073-11173

Oate:

July 28,2000

City, State:
Muncie, indiana

Sectien 8 no:

Adling on behalf of “Walnut Manor Apartments, L.P. . Ine Project
Owner (Ownar), and Davis Homes, LLC . the Management Agent
(Agent),we maka the following cartitications and agreements fo tha Unjtad States
Depaniment of Houslng and Urban Davelepmant (HUD) regarding managemant
of the above praject.
1 we cartly thst:
8. Wa will comply with HUD fequlremenls and conlract abligations, and agres
that ne payments will be mads 15 the owner in retum for awarding the
mangpement contract to the agent, ind that such paymants wilt not be made
in {he future .
"B We have executed or will execuls, wnhm 30 days aftar receiving the
approval(s)required by paragraph b below, a Management Agreement for this
preject. The Agrasment providesiwill provige that the Managament Agent wil
manage the projact for the term end fae described below. Changes in the fee
will e implemented only in ac_@rdanae with HUD's requiraments,

(1) Term of Agreement: 7 /dt, / - ’7 _13 /L'.)’

[2) Fees:
{2 5 % of resldential Incoma cal\acted
(&) € % of commorzial incoma collected:
o) :::E % of miscalianecus incoma collectad. (This parcent-
age must not exceed the pereeniage of (2)(a) sbove).
(d) Speciai Fees No[X]) 'Yea D if yes, describa in paragraph 4 of
Amachment 1.
(2) Caleulation of Estlimated Yield (See Atacnment 1,)
&, We will disburse managsmant fees fram praject incoms anly arer;
{1) Wa nave submitted this Cedification to RUD:
(2) HUD hao approved the Agsnt 1o manage (his prejact; and
(3) HUD has approvsd the managsment fee (if requirsd).
d. We understand that no fess may b8 eamed or paid after HUD nas
terminalad the Management Agreemant
e. If HUD natifias ma of an axcessive management foe, | (he Agent, will whhm
30 days of HUD's nolice either:

(1) Reduce the compensaiion to an amounl HUD determines & be
reasonable ang -

{2) Require the administratar 16 refund o the peoject all excessive fees
ccliested, or

(3) Appesi HUD's dscision and sbide by thé rsuhs of lhB appesl pro-
cass,making any required reductions and rafunds within 30 dsys after the
da of (hia dacision letter on the appeal, '
1. ¥ HUD holds the residentiai msnagement fec yield harmigss under the
transition provisians of Chaphr 3, Seetion 4 of HUD Handbsok 43815, .
(1) Wo undarstandthat HUD will edjusl the menagement fee per -
centage sach lime KUD approves a rant intraase.
(2) We agres 10 be bound by that parcantage until the naxt rant increase
or untll HUD approvas 3 diferent fee, purgusnt to our request,
2, We will, If the praject Is subsigized by HUD,sglact and admit tenants,camputs
tonant ranls and asalatance payment, recentlly tenants and carry out otner
subslay contract sdministration raspenathilides in sccardance with HUD Hand-
book 4380.3 and other RUD instructions.
;A Wa agree ja:
a. Comgpty with (hls prajecl’s Raeguialery Agreement, Mongege & Memgage
Nete, and any Subdsldy Contract of WarkeuMadification Agreament.
B Comply with HUD Handbooks, notices or ather poli:y diractives that ralals
1¢ the managemant of ihe project,
& Comply with HUD requiraments regarding paymanl and r2asonadiangss

of management fees znd altotalion of Mmanagement costs betwesn the
management fee and the projact account
d. Refrain from purehasing 9oods or servicas fram enthias that havis identity-
ohintarest with us unlass the coels am us low or Jower than armi-ength,
apan-markat purchasss.
4. Tho Agent agrees to.
8 Assure that all  expansas of the projest are reascnable and necassary.
b, Exert raasonable effont Lo maximize project Income and ta take agvantage
ol discounts. redates and similar money-savings techniques.
¢ Odtam contracts, mamenizs. Supmes and sernses, ncluding e prepars-
tlan of ths annual Budil, en term3 mo2t advantageaus to the preject.
d. Credittne project with  all discounts, rebawes or commissiont. {including
sny solss or proparty Lax relief granted by e Swate or local govammant)
recsived,
5. Obtain {he necessary verbal or wrinan cost astimates and decment the
reasons for accapling other than the lowast bid,
{. Maintain caples of such documentstien and make such decumientation
availadle for your Inapaction during normal businsss hours.
¢. Invest project funds that HUD policles require to ba invested 4nd take
reasonatie effort 18 invest othet project funds uniess the owner specifically
diracts tho Agent not 10 invest those ather funds,
5. We certify thal tha typas af lasurance pelicles checked below are in foree and
will be maintained to the best of sur shility at alt times. Fidality bonds and hazard
insurance pelicles will name HUD as an additlons| payee in the event of icss.Nete:
Far any box net checked, anach an explanation at to why you cannot oateln that
lype of Insuranca. Such siiualions snouie o2 exiremaly rare.
a.@ Fidslity bond or employee dishonesty coverage for
1) all principals of (he Agent ana;
(2) all persons who participate directly or indirectly [n the managamant and
maintanance of the project 8nd its a2sets, accaunts and racardy, Cover-
agoe will be a1 lsast aqual 1o the praject's gross potentlal Incame 137 two (2)
monthe.

b.x| Huzard insurance coverage in an amount raquireg by the projacts
Mortnsge

cﬂ Public lisbility caverage with the Agent aesignamd as oneg of the
M’e&

€. Tne Agent agrees w:

a. Furnish @ rasponse to HUD's management review raports, physics!
Inspaction reperts and wrinen inquines regarding the project's annuil financial
statements of monthly ascounting repants within 30 days afier recaipt of the
repen or Inguiries.
b. Esmblish and maintain \he project's sccounts, books and mscords in
accoraanca with:

{1) HUD's administrative requiremeants;

{2) senerally accapiad accounting principa!:," and

{3) in a candition that Wil facilitate audit.

7. We agree that:

a. Al rocords related (o the operaticn of the preject, regardiess of where they
8re housad, shall bs considered propsrly cf tha project,
b. HUD, the Genarsl Accaunting Office (GAO), and (hoss sganitles repres
senlatives may inspect; )
{1) any recards which relate \o tha prejact's purchase of gosds or servicas.
{2) the recerds of the Ownar and Agent, and
(3) the racords of campanies having en identity-of-intarest with the awner
and ine agent

Provious edilicnz oo obsolow
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5 The fellowing cleuse will be included in any cant? tared Inw with an
ﬂ.cnulv-oﬂpurw Individual or businaes for the provisions.__ ,0033 or senvices

o the pfojsct: "Uppn request of HUD or {name of owner of Agunl), (mame of
ssntrector or supplier) wilt make availabie 1 HUD, at a reasenable time and
slace, ils rucords and records of dentity-of-Intarast companies which raiats
0 goods and sarvices charged 16 the project, Records and informatien will be
suflicient to permit KUD to determine the sarvices perfarmed, the dates the
senvices were performed, the localion at which the services were performed,
tha tlma censumed in providing the sarvices, the charges mada for malerials,
=nd the par-untt and total chamss lavied for said sevices,"The owner agraas

" request such rocords within seven (7) daye of recaipt of HUD's requsst te

\

‘a canity that any Managoment Agreement does X cantain the typa of “hold
lese" davse prohibited by HUD. :

'g agree (0 includse the fallowing provisians in the Management Agreament and .

5 jbound by them:!

al. WUD has the right 10 terminate the Managsmant Agreement for falture 18 ‘

mply whh the provisions of this Cartfication,or other goed cause, thiry days

t KUD has mailed the owner @ waittan notice of lte desire to terminato the
anagement Agrasment.

Inihe svant of a defaull under the Mortgage, Nole of Regulalory Agree-
ent, KUQ hss tha fght Lo larminake tne MErSIcment Agrowrent inmad.
‘altaly upen KUD's issvance of & notica of lermination to (he Owner 8ng Agent,

¢, If HUD oxarcises this right of termination, |, 1he Owner, agree 1o promplly
ake arrangements for providing managsment that is Latisfactery o HUD.

if Inera is @ conflict petween the Management Agregment & HUD's righis
d requirements, HUO's Aghts & requiremants will prevsil,

. If the Management Agragment is lemminated, |, the Agent, will give {o the

wnar all of Ine project's caah, trust accounts invastmsals, and recards within _

rty (30) days of the date the Managemant Agreement |s torminatad,

lime Owner, agree (o submit a naw Management Centification to HUD batere

ng any ot the following actions. . ) o

8, Authortzing the agent to callect a foo diffarent from the percentages fees and

ny spacial fees spacified in Paragraph 1 of this Caertification,

. Changling the expiration qate of the Managament Agrvement.

Renewing the Managament Agracmant. :

. Pammifting a new Agent W operate the prejedt.

. Permifting 8 new Agen! to eoliect 2 fee.

I, Undertake self-managenient of the project

© agr4s fo. . :

. Comply with all Fedaral stats, or iocal lawe prehibiing discrimination

ainst any person on grounds of race, eoier, ereed, familial staws, handi-

p, cex o national arigin,includlng Tive Vi of the Civil Rights Act of 1984, Fair

ousing Act, Exacutive Order 11063 and all raguiations impiementing those

iBwe, .

. \When ins head or spouse i2 otherwise eligible, give famliies with children

qual eonsliderstan fer admission. '

. Give hanaicappead parsons promy for subsidized unts LAt were ak and

quipped specifically for the handicapped.

» tfthe prejact cecsives any form of direct Fedaral financial asaistancs,

mply with the pravisions of Section 504 of the Rehatuitation Act of 1872, a5
mended, tha Age Discrimination Act of 1978 and all regulations and admin-
trathve Instructione implemanting thesa taws.  The Agent undarstands that
hose lows and regulations prohibit diseaminalion agsinst spplicsants or
anants who are handicapped or of & carmin age.

Furnlsh HUD's Office of Fair Mousing ana Equal Opportunity any repans
nd infermation required o moniwor the projsct's complianca with HUD's fair
ousing and atfirmslive marketing requirements (including HUD Form 349, If
pplicabis). .

L Not discriminsts mgainet any employee, applicant far amployment o
contractor because of race, calor, handicap, raligion, sex o national engin,

3. Provide minaritiss, women 8nd socially sng econamically disagvaniaged

By

firms wqual epporunity to panicipats in the project's procyramen: snd con-
tracting aclivities.

N, If ne preject recalves any form of gireet Fedaral financial assistance,
comply with Sactian 3 of the Housing and Urban Devalopment Act of 1268 and
iits Implamanting ragulations. 1, e Agen, understand that this law and the
reguiations require the project to make training, emaloymant and contracting
:oppanrtunities availgbie 10 the graatest axtant fzasitie, 13 (dwer-ncame projact
Bfoa reglgents and small businesses,

12, We cenlfy that wa have . and understand HUD's definltion af “idantity-of-

intereal" and that the statemeni(s) chacked sng information entered befow
8
true. (Check Box a of boxes b andier ¢.) o e

a@ No identityotinterest exisls among the Owner, the Agent and any
indlv{dugls or companies al regularly 5o bUSINGSS with tha projict.

b(J Only indlvidusie and compenies listedin Section 11a of the Man-
sgement Entity Profiia have an idantity-ol-intgreat with the Agent

e{]] Only the Individusls end cempanies (isted balow have an identity-of
interest with the Qwnar. (Shaw tha nama of tha individual or company;list the

toniess rondemd; and deseibe e aatue of e idenly-ofintarest alited «
ship. Atach adgitienal sheats, if nacessary.)

13 1, Ihe Agent, certity & agrae: : /
a. that the Management Entity Prolils, dateg 7/18’/ A0 s aceurste
ana SurEAt 85 10 N2 818 Of Tus Cavmeen” T
b. To submil an updatad prefile whenavar thers s a significant change in the
orpanization or operetione of the Managemant Entity

14, The itams checked telow are attached:

Attachment 1-Caleulation of Est, Yield fram Proposed Mgt Fiee
New Maragement Entlty Profile . i )
Updated Management Entlty Profile

Cthet (Specity)

“By” Davis Homes, LG, GenglZannel, Bradlsy C, Davis, Memoer

et —

Warnlnga:
Thare are fines and Imprsonment-810,000/5 years-for anydne who makes
fslge, fictitious, or frauduient slatemenis or enwries In any maker within the
Jurlsdiction of the Fedarat Government (18 U,S.C. 1001).

There are flnas and imprisanment-3250,000/5 years-for anyone who
misusas renls & proceeds in violation of HUD regulations relative to Whis
project.  This applies whan the mortgage note is In default or whan ihs
projact is in @ Aonswplus cash positen (12 U.§ €. 171528). ‘

HUD may s6ek 3 ‘854 0am¥sac’ ovi sMecy for s 43¢ f 35360 O
Income in violalisn of any Regulatory Agreement ar any applicadls HUD
regutations (12 U.S.C 1715248).

HUD may ssek additional civil money pensities to ba paid by th® mortgager
thraugh parsenal funds for: .

(1) Vieistien of any agreamam with KUD to use nenproject fundn far cenain
specified purfoses as & condition of facaiving ransfars of phytlesl assets,
lexible subsidy loan. capital improvement loan, madificaton ¢f meodgage
larms o warkout, Tho penalliss cauld be as muen as the HUD Secratary's
less at faraclosura sate or sale afer forsclosure,

{2} Cemain apecified violations of the Reguiatery Agreement, the panaltics
could be as much as $25,000 per eccurranca (12 U.S. C 17356-15),

Wainyt. Manor Apamanis, L

>
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| farm HUD-9839-8 (13/25/96
A ) ref. RandBock 4381,5 & 4671 4
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Tent 1-Calculaticn of Estimated Yieida from Propesed Managameant Fecs
:"?vame; - : FRAPREECNGT Vite:
! Walnut Manor Apartments ’  July 28, 2000
idential Fee 2. Commorcial Fae (Describe commertlat space, how it is used and what
E sefvices management pravides.)
inthly residantial rent potential (from Pat A . '
the most recent HUD-approved Renl Schedule|  § §7,600.00 J
|
12 limes 0,96 * $ 84,720.00
reentage Fee , 5.00%
1 - ‘ - .
srunly rasidantial fee yield (Line 1b timas 1¢) $ 273600
tal number of residential units (Include ; . !
itifree units.) 128 unity
deentlal fee yield per unil per month . ‘ v
16 1d divided by 1e)) ' 108 2138 PUPN
' |Generally collections must be estimated at 55% of gress potential. If 2. Menihly cememgreial fent potantial (from Par E T
e/a iower percentage, amach an explanation fof the codechons ) of Ue most recem <UO-approves Rant ‘
| N
Wge used. Make sure that any assumption of 8 lower caliecliens base Scheduie) . : $ .0
ot compensate the agent for services far which g special fee will be '
; b. Percentage fee : 0 %
/ c. Coemmercial fee yield (Line 2a limes 2b) 18 -0

steilanagus Fee : . ‘ 0 %

feantage fee (not 1p excoed the residential incame fee percentage in Line 1¢)
! §% : :

{ any miscellansous incoms on which HUD allows 2 Yae o ba taken, buton which you have agreed a fee will not be paid,
NGNE

a

pa |

. — -

clal Fees ,

llar amount(s), purposs(s) snd time period(s) covered, Dascribe performancs standands and target dates for accomplishment of special tasks, (Attach
| sheets, If neadad.) . N

NONE .

AARNLIARAAT T ARwal
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Autumn Chase Apartments
Management Agreement




.

Project Owner's Certification
for Owner-Managed
Multifamily Housing Projects

Public reporting burden for this coliection of information'is estimated to average 30 minutes per response, including the time for reviewing instructions,

U.S. Department of Housing

* and Urban Development
Office of Housing

- Federal Housing Commissioner

OMB Approval No. 2502-0305
(exp. 04/30/2003)

searching existing data sources, gathering and maintaining the data needed, and campleting and reviewing the collection of information. This agency
may not conduct or sponsor, and a person is not required to raspond to, a collection information unless that coliecton displays a valid OMB control number,
Qwners of insured and assisted muitifamily housing projects are required by HUD administrative guidéiines as found in HUD Mandbook 4381.5 REV-2,
The Management Agent Handback, to submit certain data for review by the local HUD office of approval of a new management agent. These requirements
apply to insured muititamily projects or HUD-held mortgages and subsidized, non-insured projects that are not financed by State Agencies or the Rurai

Housing Service Agency.

|

Project name FHA project nutﬁber Date (mmiddiyyyy)
IGALY CUASE APARTMENTS 073- 35524 0531 /g0
INDIDNAPOS  TNDIANK |

Acting on behalf of A(XM[& ASLP,

the Project Owner, [ make the following certifications and agreements
to the United States Department of Housing and Urban Development
(HUD) regarding management of the above project.
1. I certify that:
a. T'will comply with HUD requirements and contract obligations,
execute an acceptable management agreement, and agree that no
payments have been made to me (or agent thereof) in return for
awarding the management contract; and, such payments will not be
made in the future. :
b. No management agent will be hired without HUD’s prior written
approval. Changes in the fee will be implemented only in accordance
with HUD’s requirements.

. (1) Fees:,
(a) % of residential income collected;
)% of commercial income collected;
(c) ,3 % of miscellaneous income collected (This

percentage must not exceed the percentage in (1)(a) above).
(d) Special FeesNo[ ] Yes[ ] Ifyes, describe in paragraph
4 of Attachment 1.
(2)Calculation of Estimated Yield (See Attachment 1.)
¢. I will disburse management fees from project income only. after:
(1)We have submitted this Certification to HUD;
(2)HUD has approved us 10 manage this project; and
(3)HUD has approved the management fee (if rcquir:d). )
d. I understand that no fees may be earned or paid after HUD has
terminated my management of the project.
¢. IfHUD notifies me of an excessive management fee, [ will within
30 days of HUD's notice cither: .
{1)Reduce the compensation to an amount HUD determines to be
reasonable and
(2) Require the administrator to refund to the project all excessive
fees collected, or
(3) Appeal HUD's decision and abide by the results of the appeal
process, making any required reductions and refunds within 30
days after the date of this decision letter on the appeal. -~
f. If HUD holds the residential management fee yield harmless
under the transition provisions of Chapter 3, Section 4 of HUD
Handbock 4381.5, .

(1) I understand that HUD will adjust the management fee per- .

centage each time HUD approves a rent increase.

(2) 1 agree to be bound by that percentage until the next rent increase

or until HUD approves a different fee, pursuant to my request.
2. T will, if the project is subsidized by HUD, select and admit tenants,
compute tenant rents and assistance payments, recertify tenants and
carry out other subsidy contract administration responsibilities in accor-
dance with HUD Handbook 4350.3 and other HUD instructions.
3. I'agree to: :

a. Comply with this project’s Regulatory Agreement, Mortgage & Mort-

gage Note, and any subsidy contractor Workout/ Modification Agreement.

b. Comply with HUD handbooks, notices or other policy directives
that relate to the management of the project.

4. T agree-to:

a Ensure that all expenses of the project are reasonable and necessary.
b. Exert reasonable effort to maximize project income and t8 take
advantage of discounts, rebates and similar money-saving techniques.
c. Obtain contracts, materials, supplies and services, including the
preparation of the annual audit, on terms most advantageous to the
project.

d. Credit the project with all discounts, rebates or commissions
(including any sales or property tax relief granted by the state or Jocal
government) received. )

e. Obtain the necessary verbal or written cost estimates and docu-
ment the reasons for accepting other than the lowest bid.

f. Maintain copies of such documentation and make such documen-
tation available for your inspection during normal business hours.

g. Invest project funds that HUD policies require to be investzd and
take reasonable effort to invest other project funds .

h. Comply with HUD requirements regarding payment and reasona-
bleness of management fees and allocation of management costs
between the management fee and the project account.

i. Refrain from purchasing goods or services from entities that have -

identity-of-interest with us unless the costs are as low as.or lower
than arms-length, open-market purchases. _
5. [ centify that the types of insurance policies checked below are in
force and will be maintained to the best of my ability at all times. Fidelity

- bonds and hazard insurance policies will name HUD as an additional

payee in the event of a loss. Note: For any box not checked, attach an
explanation as to why you cannot obtain that type of.insurance. Such
situations should be extremely rare.

a. ['AFidelity bond or empleyee dishonesty coverage for
(1)all principals of the ownership entity and;
(2)all persons who participate directly or indirectly in the man-
agement and maintenance of the project and its assets, accounts
and records. Coverage will be at least equal to the project’s gross
potential income for two (2) months.

b. azard insurance coverage in an amount required by the
projecty Mortgage. :
c. blic liability coverage.

6. I agree to:
a. Fumish a response to HUD'’s management review reports, phyéi-
cal inspection reports and written inquiries regarding the project’s

annual financial statements or monthly accounting reports within 30

days after receipt of the report or inquiry.

b. Establish and maintain the project’s accounts, books and records
in accordance with:

(1)HUD'’s administrative requirements;
(2)generally accepted accounting principles; and
(3)in a condition that will facilitate audit.

Previous editions are obsolete
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7. Iagree that:
a. Allrecords related to the operation of the project, regardless of where
they are housed, shall be considered the property of the project.
b. HUD, the General Accounting Office (GAO), and those agencies’
representatives may inspect:

(1)any records which relate to the pro;ect s purchase of goods or

services;

(2)the records of the owner and the agent; and,

(3) the records of companies having an identity-of-interest with me.
¢. The following clause will be included in any contract entered into
with an identity-of-interest individual or business for the provision
of goods or services to the project: “Upon request of HUD or (name
of owner ), (name of contractor or supplier) will make available to
HUD, at a reasonable time and place, its records and records of
identity-of-interest companies which relate to goods and services
charged to the project Records and information will be sufficient to
permit HUD to determine the services performed, the dates the
services were performed, the location at which the services were
performed, the time consumed in providing the services, the charges
made for materials, and the per-unit and total charges levied for said
services.” 1 agree to request such records within scven (7) days of
receipt of HUD's request to do so.

8. I Understand 'that:

a. HUD has the right to terminate this self-management arrangement
for failure to comply with the provisions of this Certification, or
other good cause, thirty days after HUD has mailed me a written
notice of its desire to terminate my authority to manage the project.
b. Inthe event of 2 default under the Mortgage, Note or Regulatory
Agreement, HUD has the right to terminate my authority to manage
the project immediately upon HUD's issuance of a notice of termination.
c. If HUD exercises this right of termination, I agree to promptly
select an agent that is acceptable to HUD.
d. If there is a conflict between the Management Agreement & HUD’s
rights and requirements, HUD's rights & requirements will prevail.
¢. If my authority to manage the project is terminated, [ agree to
immediately turn over to the new agent all of the project's cash, trust
accounts investments and records.

9. I agree to submit a new Management Certification to HUD before

taking any of the following actions:
a. Charge fees different from the percentage fees and any special
fees specified in Paragraph 1 of this Certification:

* b. Permit an entity other than me to operate the project .

¢. Permit an entity other than me to collect a fee.

10. I agree to:
a. Comply with all Federal, state, or local laws prohibiting discrimi-
nation against any persons on grounds of race, color, creed, familial
status, handicap, sex or national origin, including Title VI of the-
Civil Rights Act of 1964, Fair Housing Act, Executive Order 11063
and all regulations implementing those laws.
b. When the head or spouse is otherwise eligible, give families with
children. equal consideration for admission.
c. Give handicapped persons priority for subsidized units that were
built and equipped specificaily for the handicapped.
d. If the project receives any form of direct Federal financial assis-
tance, comply with the provisions of Section 504 of the Rehabilita-
tion Act of 1973, as amended, the Age Discrimination Act of 1975
and all regulations and administrative instructions implementing
these laws. The owner understands that these laws and regulations
prohibit discrimination against applicants or tenants who are handi-
capped or of 2 certain age.
¢. Fumnish HUD’s Office of Fair Housing and Equal Oppon'umty
any reports and information required to monitor the project’s compli-
ance with HUD's fair housing and affirmative marketing require-
ments (including HUD Form 949, if applicable). :
f. Notdiscriminate against any employee, applicant for employment
or contractor because of race, color, handicap, rchgxon sex or
national origin.

g. Provide minorities, women and socially and cconormcally disad-
vantaged firms equal opportumt‘y to participate in the project's
procurement and contracting activities.

h. Ifthe project receives any form of direct Federal financial assis- .

tance, comply with Section 3 of the Housing and Urban Development

Act of 1968 and its lmplemcntxng regulations. [ understand that this

. law and the regulations require the project to make training, employ-
ment and contracting opportunities available, to the greatest extent
feasible, to lower-income project area residents and small businesses.

11. [ certify that [ have read and understand HUD's definition of
“identity-of-interest” and that the statement(s) checked and information
entered below are true. (Check box a or b.)

a. [ No identity-of-interest exists among me and any individuals or -
companies that regularly do business with the project.

b. {TJOnly those individuals and companies listed in Section ! 1a of
the Management Ennry Profile have an identity-of-interest
with me.

12. I certify and agree:

a. that the Management Entity Profile, dated(mm/dd/yyyy)

is accurats and current as of the date of this Certification.

b. To submit an updated profile whenever there is a significant

change in the organization or operations of the management entity of

the project.
13. The items checked below are attached: )
New Management Entity Proﬁlc( NEW FKCJEET}
Updated Management Entity Profile

[ Attachment I, Calculation of Estimated Yields from Proposed
Management Fees

(] Other (Specify)

Warnings:

There are fines and imprisonment—3$10,000/5years—for anyone who
makes false, fictitious, or fraudulent statements or entries in any matter
within the jurisdiction of the Federal Government (18 U.S.C 1001).
There are fines and imprisonment—$250,000/5years—for anyone who
misuses rents & proceeds in violation of HUD regulations relative to this
project. This applies when the mortgage note is in default or when the.
project is in a nonsurplus cash position (12 U.S.C 1715z-9).

HUD may seck a “double damages” civil remedy for the use of assets
or income in violation of any Regulatory Agreement or any applicable
HUD regulations (12 U.S.C 1715z4a). :
HUD may seek additional civil money penalties to be paid by the
mortgagor through personal funds for :

(1) Violation of an agreement with HUD to use nonproject funds for
certain specified purposes as a condition of receiving transfers of
physical assets, flexible subsidy loan, capital improvement loan, modi-
fication of mortgage terms or workout. The penalties could be as much
as the HUD Secretary's loss at foreclosure sale or sale after foreclosure.

(2) Certain specific violations of the Regulatory Agreement, the penal-
ties could be as much as $25,000 per occurrcncc (12 U.8.C 1735¢£-15).

DUTUMN CLIASE ARETMENT

GRlD / !

date (mmlddlyyyyy /

Previous editions are obsolete

Page 2 of 4,

form HUD-9833-A (3/96) .
ref. Handbooks 4381.5 & 4571.4




Project Name FHA Project Number Dakte (mm/ddlyyyy)
AN CIASE AOMPTHENTS \72-3553¢ | 05/31/m

HUD Field Office Use Only (Check all boxes that apply)

An up-front review of the management fee was: _ D Required ErNot required

E’The management fees quoted in paragraph 1a and explained in Attachment 1 of this Certification are approved. -

D The managerr’aen( fees quoted in Paragraph 1a and explained in Attachment 1 of this Certification are not approved.

The attached ;Ietter, dated (mmiddlyyyy) ___________, explains the reasons for this disapproval and sets forth the allowable management fees.
D The residential management fee Pex"centage‘ is held harmless at __ %.
D The residential management fee Yield is held capped at § ) PUPM. Each time you apprave a rent increase, adjust the management fee

Percentage to maintain this yieid and enter the information required below.

Effective Date {(mm/ddfyyyy) Adjusted Management
of New Fee %° . Monthly Rent Potential Collections % Assumed™ Fee Percentage

__ref. Handbooks 4381.5 & 4571.4

* This should be the same date the rent increase is effective.
** 95% unless you approve a different percentage.
By Loan Servicer . By Su'pervisory Load Servicer/lLoan Management Branch Chief .
Signature Date (mm/dd/yyyy) . . Signature Date (mm/dd/yyyy)
Mprs Swunsg eliz] 2000
Name 6 Name
Mena Savage
Tille ‘ . Title
Project Mamnager
4
Previous editicns are obsolete Page 3 of 4 ' : form HUD-9838-A (3/96)




. . .

<

Attachment 1—Calculation of Estimated Yields from Proposed Management Fees

rroject Name

NJTUMM CUNSE AARTMENTS

N E

FHA Project Number

- 5534

Date (mm/d )

OG/3)

Residential Fee

services management provides.)

l2. commercial Fee (Describe commercial space, how it is used and what

a. Monthly residential rent botential {from Part A
of the most recent HUD-approved Rent Schedule$ | QO' 8 RN
b. Une 1a times 0.95 $ 1| 4 g%g
c. Percentage fee 3 %
d. Monthly residential fee yield (Line 1b times ic) 13 3(’ (_\( L!b
e. Total number of residential units (include
rent-free units.) ! 7. units
f. Residentlal fee yield per unit.per month .
(Line 1d divided by 1e.) s [9.57 rupm
* Note: Generaily collections must be estimated at 95% of gross potential. | a. Manthly commercial rent potential (fromPart E |3
if you use a lower percernitage, attach an explanation for the collections of the most recent HUD-2pproved Rent
percentage used. Make sure that any assumption of a lower collections Scheduie)} N OME
base does not compensate the agent for services for which a special fee :
will be paid. b. -Percentage fee \3 %
' c. Commerciai fee yield (Line 2a times 2b) 3
3. Miscellaneous Fee '
a. F’ercentage fee (not to exceed \he residential income fee percentage in Line 1c¢} 3 %
b. List any miscellaneous income on which HUD allows a fee to be taken, but on which you have agreed a fee will not be paid.

4. Special Fees
Show dollar amount(s), purpose(s) and time period(s) covered. Describe performance standards and target dates for accomphshment of special tasks.
(Attach additional sheets, if needed.)

P

.

Previous editions are cbsolete

Page 4 of 4

form HUD-3839-A (3/96)
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Exhibit 6.15

White River Associates, L.P.
Lease Agreements



LEASE
BY AND BETWEEN
WHITE RIVER ASSOCIATES, L.P.
(*Landloxd")
AND
DAVIS HOMES, L.P.

(5Tenant")



:

TERMS ,
COMMENCEMENT AND EXPIRATION DATES
PAYMENT OF RENT
ANNUAL REPORTS
USES
LATE CHARGES
REPAIRS AND MAINTENANCE
UTILITIES AND SERVICE
LIABILITY INSURANCE
10  FIRE INSURANCE - FIXTURES AND EQUIPMENT
11 ' DAMAGE OR DESTRUCTION
12 ALTERATIONS AND ADDITIONS:
a REMOVAL OF FIXTURES
13  ACCEPTANCE OF PREMISES
14  TENANT IMPROVEMENTS
15,  ACCESS
16 WAIVER OF SUBROGATION
17 INDEMNIFICATION
18 -ASSIGNMENT AND SUBLETTING
19  ADVERTISING
- 20 - LIENS
. 21" DEFAULT '
22  SUBORDINATION
. 23  SURRENDER OF.POSSESSION
24  NON-WAIVER
25  HOLDOVER
26 | CONDEMNATION
27 ' NOTICES
28  BROKERS
29  LANDLORD’S LIABILITY
30 ESTOPPEL CERTIFICATES _
31  TRANSFER OF LANDLORD'’S INTEREST
32 RIGHT TO PERFORM
33  SUBSTITUTED PREMISES
34  SALES AND AUCTIONS
35 NO ACCESS TO ROOF
36 ' SECURITY
37  AUTHORITY OF TENANT
38" NO ACCORD OR SATISFACTION
39 ° MODIFICATIONS FOR LENDER
40  PARKING
41  GENERAL PROVISIONS
42  RULES AND REGULATIONS

W oo~ O BN s

w:\wpdata\r{s\davis\tease\homes, Ip. (1-)
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EXHIBIT(S) A - LOCATION(S) AND~DIMENSIO£ZS OF PREMISES
EXHIBIT B - TENANT WORK FUNDINGS
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LEASE SUMMARY SHEET

LANDLORD: : '
White River Associates, L.P.

3755 Bast 82nd Street, Suite 300
Indianapolis, Indiana 46240

Attn: Charles R. Davis

TENANT:
Davis Homes, L.P.

TENANT'S ADDRESS:
3755 East 82nd Street, Suite 300
Indianapelis, Indiana.4624o

PREMISES:

3755 East 82nd Street, 8017 square feet (685 square feet on
lower level, 3807 square feet on first floor and 3525 square
feet on third floor) as shown on Exhibit(s) A attached hereto
and made a part hereof.

INITIAL TERMINATION DATE OF LEASE:

December 31, 1587 -

OPTIONS TO RENEW:

&, ruiice (3] for five (5) years (each)
CZ¢7 ——

7.

8.

10.

11,

w. \wpda

BASIC RENT (per annum):
$140,297.52

COMMENCEMENT DATE:
December 1, 1693

AGREED AREAS:

Total Rentable Are of Building: 51,113 square feet
Total Area of Premises: 8017 square feet

Tenant’s Percentage of Building: 15.68%

EXPENSE STOP:
$5.00

LATE CHARGES:
See Section 6 of Lease

Initials: ' Initials: g:i:>
Landlord: C. ‘E 2 Tenant: C

tavefsNdavis\leaseNhomes. [p. (iii] 11722791




LEASE

THIS LEASE is made th:.s 22u¢/day of /(/eo fk(Zc}t‘_ 1993,
by and between White River Associates, L.P., an Indiana llmlted
partnership and Davis Homes, L.P., an Indlana limited partnership
("Tenant*).

RECITALS:

Landlord, for and in consideration of the rents and all other
charges and payments hereunder and of the covenants, agreements,
terms, provisions and conditions to be kept and performed hereunder
by Tenant, demises and leases to Tenant, and Tenant hereby hires
and - leases from Landlord, the premises described ' below
("Premises"), subject to all matters hereinafter set forth and upon
"and subject to the covenants, agreements, terms, provisions and
conditions cf this Lease for the term hereinafter ‘stated.

NOW, THEREFORE, Landlord and Tenant agree to the following,
unless otherwise spec;flcally modified by provisions of this Lease:

’,

1. TERMS.
1.1 E&Emdjﬁﬂ; The Premises demised by this Lease are

* ~comprised of the aggregate square feet of space set forth in the
" "Lease Summary Sheet".identified as such and attached hereto ‘as
" page (iii) and made a part hereof located in .the Lake Clearwater
Office Building ("Building®*) at 3755 East 82nd  Street,
Indianapolis, Indiana, together with a nonexclusive right to use
parking and other common areas.as located and relocated from time
to time. The location and dimensions of the Premises are shown on
the Lease Summary Sheet. No easement for light or air is granted

hereby.

1.2 Agreed Areas. See Lease Summary Sheet.

1.3 . Liease Term. The initial term of this Lease shall
commence on the date set forth on the Lease Summary Sheet {(the
"Lease Commencement Date"), and shall continue until the last day.
of the calendar month set forth as the initial termination date on
the Lease Summary Sheet. '

1.4  Rent. The basic rent ("Rent") is as shown on the Lease
Summary Sheet, payakle pursuant to Section 3 hereof, 1In addition

to the Rent, Tenant shall ‘pay the Additional Rent described in
Section 1.5, which shall be deemed rent due under this Lease.

1.5 Additiopal Rent.

1.5.1 As used herein, the following terms shall mean:

w:\wpdata\rfs\davis\lesseNhames, 1p. 11722793



(a) Operating Expenses:

(A) The following expenses, costs and disbursements,
which shall be customary and reasonable in amount and nature, which

- Landlord is obligated to pay in connection with the operation,

maintenance and repair of the Property: (a) wages, salaries, fees
and costs to Landlord of all persons engaged in the operation,
maintenance and repair of the Property, including taxes, workers’
compensation insurance and benefits relating thereto, provided that
in the cases of persons employed less than full-time for the
operation, maintenance and repair solely of the Property, all of
the foregoing costs shall be alloccated to the Property on the basis
of the percentage of such person’s time actually spent in the
operation, maintenance and repair of the Property; (b) cost of
supplies, materials, tools and egquipment used in the operation,
maintenance, repair and replacement of the Property and/or
components thereof, excluding those costs relating to the making of
capital improvements incurred by Landlord other than those capital
improvements which increase the efficient operation of the

" Property; (c).electricity, water, heat, fuel, air conditioning,

ventilating and other utility and service charges with respect to
any portion of the Building except to the extent to which these are
actually paid Dby specific occupants; (d) charges to Landlord
pursuant to management, maintenance, janitorial, security and cther
service agreements, provided that such charges do not exceed the

"customzry charges for such services for comparable first-class
-office buildings in the wvicinity of the Property; (e) cost of

cleaning, repairs and general maintenance of the Premises, the
Building and the exterior portions of the Property (including snow
removal), including the Parking Area, loading areas, sidewalks,
driveways and landscaping; (f) assessments made by any Owner'’s
Association to which the Building is subject; (g) capital items
which are incurred for ordinary and necessary repairs, maintenance
and replacements of any component parts of the Building or other
improvements located on the Common Area, or which increase the

‘efficient cperation of the Property, amortized on any permitted

basis under applicable tax laws and in accordance with generally
accepted accounting principles; (h) the cost of insurance
maintained by Landlord covering the Building, parking areas and
other common areas and activities conducted thereon; (i) legal
(excluding legal work in connection with the negotiation or
enforcement of this Lease or occupancy agreements) and accounting
fees and disbursements; and (j) a fee for management services for
the Building of 3.5% of the sum of the amounts included in Section
1.5.1(a). .

(B) Operating Expenses shall not include (i) capital
improvement items except as provided in (A) above; (ii) specific
costs which are paid by specific occupants of the Building; (iii)
costs which are reimbursable by or recoverable from third parties,
such as insurers or guarantors, but only to the extent such costs
are actually reimbursed - or recovered; (iv) costs of repairs or
maintenance required by reason of the grossly negligent act or
omission, or the willful act or omission, of Landlord, of the

w: \wpdataNrisNdavisNieaseNhomes, [p. -2 - 11/22/91



cfficers, directors, employees, contracteors, ‘servants or agents of
Landlord; or (v) costs which are paid. by Tenant in exercise of
Tenant’s right to cure any default by Landlord hereunder, but only
to the extent such costs are not reimbursed to Tenant by Landlord.
Operating Expenses shall not ‘include payments to affiliates of
Landlord for goods or services provided to Landlord to the extent
such payments exceed the customary charges for such goods or
services for comparable first-class office buildings in the general
vicinity of the Property. . T

(b) Taxes: All general real estate taxes (exclusive of
special or betterment assessments except as otherwise expressly
provided herein), school taxes, water rents, rates and charges,
sewer rents and other charges ordinarily imposed by governmental
authorities, and assessed against the Property, which first become
due and payable during the Term. "Taxes" shall not include (a) any
of the foregoing which first become due and payable prior to the
Commencement Date; (b) inheritance, estate, gift, excise,
franchise, income, gross receipts, capital levy, revenue, rent,
payroll, stamp or profit taxes, however designated, except to the
extent to which after the Commencement Date Landlord demonstrates
to Tenant'’s reasonable satisfaction that such tax is being imposed
- in lieu of or in substitution for one or more "Taxes" as above
. 8efined; (c) any "Taxes" due to an increase in the assessed value
.-of the Land or Building which results from an improvement made to,
z.or.a use made of, the Land or Building (exclusive of the Premises)

-1_éfter the date of this Lease other than reasonable tenant

.cimprovements to other portions of the Building which are consistent
-with the general character of the Building .and other improvements
‘contemplated <to be made by Landlord to fully complete the
construction of the Building; (d) any tax upon the sale, transfer
and/or assignment of Landlord’s interest in the Property, or any
increase in "Taxes™ resulting from such sale, transfer, and/or
assignment; or (e) any interest or penalties resulting from the
late payment of “Taxes" by Landlord.

1.5.2 Operating Expenses. Tenant shall pay, as Additional
Rent, on the first day of each calendar month during the Term, if
"the aggregate amount of Operating Expenses exceeds an amount equal
‘to the "Expense Stop* set forth in the Lease Summary Sheet (which
is expreéssed as a .deollar amount per square. foot per annum),
Tenant’s Share of such excess in which évent, such Additional Rent
shall be payable as set forth in Section 1.5.3 below. Tenant'’s
cbligation under this Section 1.5.2 shall be pro-rated for partial
calendar years at the beginning or end of the Term.

1.5.3 Payment of Operating Expenses.

(a) Within ninety (90) days after the end of each calendar
year during the Term, Landlord shall deliver to Tenant a written
statement,. prepared in accordance with Ggenerally accepted
accounting principles and certified by an officer of Landlord,
showing the following:
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(1) for the calendar year just ended (A) the amount of
Operating Expenses as shown on such certified statement
prepared by Landlerd, (B) the amount (if any) of Tenant’s
obligation under Secticn 1.5.2 hereof on account of Operating
Expenses, and (C) the aggregate amount previously paid by

~ Tenant pursuant to Section 1.5.3(c) for such calendar year,
and

(ii) for the then-current calendar'year Landlord’s good
faith estimates (based on Landlord‘’s budget for the then
current calendar year) of (A) the amount of Operating
Expenses, and (B) the amount (if any) of Tenant’s obligation
under Section 1.5.2 hereof on account thereof.

(b) If such statement shows that the amount due under
Section 1.5.2 hereof on account of Operating Expenses for the
calendar year just ended exceeded@ the amount paid by Tenant, Aif
any, pursuant to Section 1.5.2 and/or Section 1.5.3(¢) herecf on
account thereof, Tenant shall pay the amount of such difference to
Landlord on the next day on which Base Rent is due which is not
less than thirty (30) days after receipt by Tenant of such
statement. If such statement shows that the amount paid by Tenant
pursuant to Section 1.5.2 and/or Section 1.5.3(¢) hereof on account
of Operating Expenses for the calendar year just ended exceeded the
- amount -due under Section 11.5.2 hereof,  such excess shall, at
~.Landlord’'s eontion, either be credited by Landlord against the
monthly dinstallments of Additional Rent next falllng due or
'promptly refunded to Tenant.

(c) Tenant shall pay %o Landlord in advance for each
calendar month of the Term falling between receipt by Tenant of a
statement pursuant to Section 1.5.3(2) and receipt by Tenant of the
next such statement, as Additional Rent, an amount equal to 1/12th
of the amount (if any) shown thereon as Tenant’s obligation under
Section 1.5.2 hereof on account of Operating Expenses for the then-
current calendar year. The amount due under this Section 1.5.3(c)
shall be paid with Tenant’s monthly payments of Base Rent and shall
be credited by‘Landlord to Tenant’s obligations under Section

1.5.2,

1.5.4 . Payment of Taxes. Tenant shall pay to Landlord, as
,Additional Rent, Tenant’s Share of Taxes. Upon receipt of a bill
for Taxes, Landlord shall deliver a copy of the bill to Tenant, and
Tenant shall pay such amount to Landlerd within thirty (30) days of
Tenant’s receipt of such notice and bill, but in no event earlier
than ten (10) days prior to the last date on which payment of such
bill is due to the issuing municipality without penalty. Tenant’s
obligations under this Section 1.5.4 shall be pro-rated for partlal
calendar years at the beginning or end of the Term.

1.5.5 Special and Betterment Assessments. Landlord shall pay
when due all special assessments and betterment assessments for
municipal iImprovements levied against the Land or the Building
during the Term. To the extent to which Landlord is permitted by
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law to elect to pay such assessments in installments, Landlord
shall make such election so as to pay such assessments over the
longest period of time permitted by law, and there shall be
included in Taxes for each calendar year (or portion thereof)
included in the Term only those installments which become due
during such real estate tax year (or portion thereof).

1.5.6 Landlord’s Books and Records. Upon at least ten (10)
Business Days’ prior written notice from Tenant, Landlord shall
make available to Tenant at Landlord’s Address for review or by
audit by Tenant and its agents during Building Hours all of
Landlord’s books, records and documents relating to Operating
Expenses and Taxes for the Property for the then-current and the
two most recent calendar years.

1.6 Optiong to Renew, Landlord hereby grants to Tenant the
option to extend the term of this Lease for up to the number of
additicnal consecutive periods shown on the Lease Summary Sheet,
upon all of the terms and conditions contained herein, each
exercisable by Tenant’s written notice to Landlord of such exercise
given not later than six (6) months prior to the expiration of the
then currént initial term or option peried, as the case may be.
Base Rent for each option period validly exercised by Tenant shall
be one hundred three percent (103%) of the Base Rent during the
immediately preceding initial term or option period, as the case
-may be.

1.7 Notdices and Payments Addresmen,.

If to Landleord: ' If to Tenant:
See Lease Summary Sheet See Lease Summary Sheet
2. DELIVERY OF POSSESSION. If Landlerd is unable to

deliver possession -of <the Premises to Tenant on the Lease
Commencement Date this Lease shall not be void or voidadble, nor
shall Landlord be liable to Tenant for any leoss or damage resulting
therefrom, nor shall the Lease Expiration Date of this Lease be
extended, but in such event Tenant shall not be liable for any
Rent, Additional Rent, and other charges due under this Lease until
such time as .Landlord tenders delivery of possession of the
Premises to Tenant. Should Landlord tender possession of the
Premises to Tenant prior to the date specified as the Lease
Commenceément Date, and Tenant elects to accept such prior tender,
such prior occupancy shall be subject to all terms, covenants and
" conditions of this Lease, including the payment of Rent, Additional
Rent, and other charges due under this Lease. :

3. PAYMENT QOF RENT. Tenant shall pay Landlord the Rent
and Additional Rent and any other payments dus under this Lease
without prior notice, deduction or offset, without relief from
valuation or appraisement laws, in lawful money .0f the United
States of America or in the lawful money of the Republic of Poland
in advance on or before the first day of each month, except that
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the first month’s Rent shall be paid upon the execution hereof, at
the address noted in Section 1.7, or to such other party or at such
other place as Landlord may hereafter from time to time designate
in writing. Rent and other amounts due under this Lease -for any
partial month at the beginning or end of the Lease term shall be
prorated.

4, ANNUAL REPQORTS. Tenant shall deliver to Landlord
annually, within seventy-five (75) days fecllowing the and of each
fiscal year of Tenant, financial statements in such form as may be
satisfactory to Tenant’s primary lender, which statements, at a
minimum, shall be prepared by a Certified Public Accountant on a
review Dbasis, Such statements shall include all details of
operations of Tenant, including a profit and loss statement, a
balance sheet and a reconciliation of surplus.

5. USES.

5.1 Permitted Uses. The Premises are to be used for -
general office purposes and related incidental purposes ("Permitted
Uses®) and for no other business or purpose without the prior
written consent of Landlord. No act shall be done in or about the
Premises that is unlawful 'or that will increase the existing rate
of .insurance on the Building. In the event of a breach of this
covenant, Tenant shall pay to Landlord any and all increases in.

. insurance premiums resulting from such breach. Tenant shall not
-scommit or allow to be committed any waste upon the Premises, or any
.. :public or private nuisance or other act or thing which disturbs the
quiet enjoyment of any other tenant in the Building. If any of the
Tenant’s office machines or equipment disturb any other tenant in
the Building, then Tenant shall provide adequate insulation, or
take such other action as may be necessary to eliminate the noise
or disturbance. Tenant, at its expense, shall (i) promptly comply
with all orders, ordinances, and laws of any and all municipal,
state, and federal authorities, bocards, and commissions as to the
Premises, and all rules and regulations as they currently or
hereafter may exist, and Tenant shall promptly execute any and all
such orders involving or including alterations or additions of the
Premises, (ii) comply with any and all orders, rules, regulations,
and recommendations of any Board of Fire Underwriters or any
" similar organization, regardless of when made, and (iii) observe
-such reasonable rules and regulations as may be adopted and made
‘available to Tenant by Landlord from time to time for the safety,
care and cleanliness of the Premises or the Building and for the
preservation of good order therein.

5.2 Kazardous Materials, Tenant covenants not to introduce

any- hazardous or toxic materials onto the Premises without
complying with all applicable Federal, State and local laws or
ordinances pertaining to the storage, use or disposal of such
materials, including but not limited to obtaining proper permits.
If fTenant’s storage, use or disposal of hazardous or toxic
materials on the Premises results in (i) contamination of the soil
or surface or ground water or -(ii) loss or damage to person(s) or
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property, then Tenant agrees to clean up the contamination and
indemnify, defend and held Landlord harmless from and against any
claims, suits, causes of action, costs and fees, including
attorney’s fees and costs, arising from or connected with any such
contamination, 1loss or damage. This provision shall survive
termination of this Lease.

6. LATE CYARGRS, Tenant hereby acknowledges that 1late
payment to Landlord of Rent, Additional Rent or other charges due
under <this Lease will ca